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The Department of State BULLETIN, 
a weekly publication compiled and 
edited in the Division of Publications, 
Office of Public Affairs, provides the 
public and interested agencies of 
the Government with information on 
developments in the field of foreign 
relations and on the work of the De- 
partment of State and the Foreign 
Service. The BULLETIN includes 
selected press releases on foreign pol- 
icy issued by the White House and 
the Department, and statements and 
addresses made by the President and 
by the Secretary of State and other 
officers of the Department, as well as 
special articles on various phases of 
international affairs and the func- 
tions of the Department. Informa- 
tion is included concerning treaties 
and international agreements to 
which the United States is or may 
become a party and treaties of gen- 
eral international interest. 
Publications of the Department, as 
well as legislative material in the field 
of international relations, are listed 


eurrently. 
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Creation of Economic Strength in the Free World 


Remarks by Harold F. Linder 


Deputy Assistant Secretary for Economie Affairs? 


ComMENTATOR: Statements are constantly be- 
ing made that any increase in U.S. tariffs would 
hurt our allies in their fight against communism. 
Take the recent refusal of the President to accept 
the recommendation of the Tariff Commission to 
increase the duty on Swiss watches.? Shouldn’t 
any action on tariffs be based on U.S. self-interest 
rather than on what effect it would have on some 
foreign country ? 

Mr. Linper: I believe that the American people 
are pretty much agreed that isolationism, whether 
in a military sense or in an economic one, is not 
a policy that will serve the best interests of the 
United States. Both the Democratic and Repub- 
lican Parties are pretty much in agreement that 
creating strength in the free world is in the self- 
interest of the United States. The United States 
has been the leader in efforts to develop the eco- 
nomic strength of the free world. We helped, 
through the Marshall Plan, to rebuild the war- 
damaged economies of Western Europe. We are 
supplying arms under the Mutual Security Pro- 
gram. Through Point Four we are seeking to 
assure the basic economic stability of underde- 
veloped countries. We are also helping the free 
world to expand its production of strategic ma- 
terials, and we are attempting to eliminate bar- 
riers to trade, which is an important element in 
the — to create economic strength in the free 
world. 

The Communists are well aware that actions 
taken which affect trade also affect our general 
foreign relations. You have a good example of 
that in Switzerland, where for weeks prior to the 
President’s action on watches the Communists 
sought to make political capital by warning that 
the United States would undoubtedly raise the 
tariff on watches and thus smash the Swiss econ- 
omy and force it to its knees. When the Pres- 
ident acted, a small, frustrated, and rather plain- 


*Made over NBC’s “Pro and Con” Program on Sept. 5 
and released to the press (No. 700) on the same date. 
* BULLETIN of Aug. 25, 1952, p. 305. 
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tive Communist Party was the only segment of 
the Swiss populace that was unhappy. They were 
left way out on a limb, and American relations 
with Switzerland improved tremendously. 

Commentator: I, of course, realize that the 
common defense of the free world is important to 
us, but does that mean we have to sacrifice our 
economic interests / 

Mr. Linver: Decidedly not. We must realize 
that trade is a two-way street, that we stand to 
gain from imports as well as from exports. Back 
before the turn of the century, President McKinley 
repeatedly stated that the United States cannot 
continue to sell its products abroad unless it is 
willing to buy from abroad. Too few Americans 
believed this economic fact of life then, and too few 
understand it today. This has been partially 
responsible for the fact that every year since 1919 
the United States has been giving away a good 
part of its national wealth and refusing to accept 
payment in foreign goods in return. The excess 
of United States exports over imports during the 
period since 1919 has reached the staggering total 
of 80 billion dollars. Take Switzerland, for an ex- 
ample. An increase in tariff on watches would 
have struck at Switzerland’s most important ex- 
port tous. It would have meant that Switzerland 
would earn less dollars with which to buy goods 
from the United States. As it is, during 1951 the 
Swiss bought from the United States more than 
216 million dollars’ worth of our products, includ- 
ing such important commodities as wheat, cotton, 
tobacco, automobiles, machinery, office appliances, 
and pharmaceuticals. We bought from Switzer- 
land in 1951 only 131 million dollars’ worth of 
goods. United States exports to Switzerland are 
therefore almost double our imports from Swit- 
zerland. It doesn’t seem to me that we are sacrific- 
ing our economic interests because we let the Swiss 
earn their dollars to buy products from the United 
States. If, by reducing tariffs and other barriers 
to trade, we helped other nations to earn the dollars 
they need to buy our goods, it would be in the best 
interests of the United States. 


383 








CoMMENTATOR: You say that reductions in the 
U.S. tariff are in the self-interest of the United 
States. Will you explain that further? 


Mr. Linver: I would be glad to go into a little 
more detail. Unless we want to give away dollars 
with which foreign countries can buy our goods, 
we are only going to be able to sell vend that 
amount of goods which equals in value that which 
we buy from foreign countries. If we decide to 
cut down the dollars we want to give away but we 
are not willing to increase our imports, it’s going 
to mean a cut in the amount of goods that we sell 
to foreign countries. That, in turn, is going to 
affect the more than 3 million U.S. workers who 
are employed in export industries. It’s going to 
hurt cities like Minneapolis, just to take one ex- 
ample, which earns more than a half-million dol- 
lars in wages each week from its foreign trade. 
It’s going to hurt the American farmer. Foreign 
markets provided an outlet for over 4 billion dol- 
lars’ worth of our farm products in 1951. This 
was equal to the combined farm income of New 
York, North Carolina, Indiana, and Kansas. 
Last year we so!d abroad more than one-third of 
our production of cotton, wheat, flue-cured to- 
bacco, rice, dried whole milk, dried peas, and 
grain sorghum. 

Furthermore, as we decrease duties and thus let 
foreign countries earn their own way, we cut down 
the amount of foreign aid required. It will also 
mean that friendly foreign countries will be able 
to sell their products in the United States and will 
be able to buy more from the United States. It 
will thus be possible for them to avoid trading 
their strategic materials with the Soviet bloc. 

ComMMENTATOR: Many of our commentators, re- 
porting from abroad, state that our allies want to 
stand on their own feet. They want to substitute 
trade for aid. What does our trade policy have 
to ce with foreign countries earning their own 
way ? 

Mr. Linver: As I mentioned previously, the 
world has been buying more American goods than 
it can pay for, and it would like to buy even more, 
but it can’t. This has resulted in a huge gap be- 
tween America’s imports and her exports—a gap 
which the United States has covered since the war 
with gifts and loans and Marshall Plan aid. But 
when we impose barriers, either in the form of 
high tariffs or restrictions on imports or embar- 
goes, it means that foreign countries are not able 
to earn the dollars they need. 

Our policy of giving aid and at the same time 
maintaining barriers against trade is certainly in- 
consistent. It is inconsistent with our efforts to 
build an economically strong free world; and it 
is also in conflict with the very basic principle 
that has made the U.S. economy strong, the con- 
cept that competition is what spurs progress in the 
United States. We can’t very well tell foreign 
countries that they ought to get rid of their car- 
tels and other restrictions and create more 
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competition and at the same time refuse to let 
them compete with us in the United States. Com- 
petition, whether it has been from other firms 
in the United States or from abroad, will continue 
to keep American business on its toes and keep 
the American economy expanding and progressive, 

Commentator: In the President’s letter turn- 
ing down the Tariff Commission’s recommenda- 
tion on watches, he said that consumption of 
watches has quadrupled in the last 16 years that 
tariff reductions have been in effect. Did imports 
have anything to do with this increase ? 

Mr. Linper: I would say that they certain] 
did. Most of us can remember the days when it 
was unusual for an American to have a watch 
of his own. When tariffs were lowered in the 
thirties and imported Swiss watches were sold 
at a lower price than had prevailed previously 
in the United States, a tremendous market was 
opened up in which the domestic manufacturers 
shared. The Swiss development of self-winding 
watches, shock-proof and water-proof watches, as 
well as calendar watches, opened up further new 
markets for watches, and now U.S. manufacturers 
are also producing timepieces of these types. 

I might also cite the case of imported wines 
and imported cheeses. They helped create an 
American taste for wines and cheeses, which made 
it possible for domestic industries to expand. 

Commentator: Ambassador Draper, the U.S. 
Special Representative in Europe, last week re- 
ported to the President that the United States 
should substantially increase its imports from 
Europe and from other parts of the free world 
if America expects to keep its present volume of 
exports and at the same time get paid for it.6 He 
said: “If this simple truth were clearly under- 
stood and accepted by our own people, regardless 
of party, the next administration and the new 
Congress would doubtless find ways and means 
to gradually accomplish the desired result.” 
What steps would you suggest, Mr. Linder, to get 
foreign countries off the back of the U.S. taxpayer ? 

Mr. Linver: In the short time that we have 
available, I can mention only a few. Some of 
these are a reduction in trade barriers among the 
free nations of the world; simplification of U.S. 
customs procedures; elimination of legislation 
which makes it difficult for the U.S. Government 
to buy products from our allies, even when their 
price is lower than our own; and the elimination 
of U.S. restrictions on imports, such as the one on 
cheese and the embargoes on certain other 
products. 

Paul Hoffman once estimated that if, out 
of every dollar we Americans spend, only 2 
cents more of it were spent on buying goods 
or services from abroad, then the budgets of the 


world would balance, the currencies harden, and 


the world’s most serious economic troubles end. 


* BULLETIN of Sept. 8, 1952, p. 353. 
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If another 2 percent of our national income were 
spent on foreign imports, it would probably end 
all need for further gifts—goods, money, or mili- 
tary equipment—to our allies, for they could then 
buy those things from us out of their own earnings 
from what we had bought from them. 

Commentator: U.S. trade policy, it is very 
obvious, can make a terrific impact on our domes- 
tic economy, as well as on our foreign relations. 
What are business, labor, and civic leaders doing 
to get this policy better understood ? 

Mr. Liner: Recent pressure to restrict imports 
has been causing business, labor, and civic leaders, 
as well as the Government, considerable concern. 
I am sure that they recognize that the problem 
is one that has to be decided by the citizens of 
the United States. It’s up to them to decide what 
U.S. policy should be. Business, labor, and civic 
leaders are farsighted and are aware of the rami- 
fications that U.S. trade policy has on Main Street, 


The World Economic Situation 


ADDRESS BY EUGENE R. BLACK! 


Let me begin by expressing my gratitude for 
the gracious hospitality being shown to us by the 
Government of Mexico. It was, I think, a happy 
decision of the Governors that we should meet in 
this capital city. It gives us a chance to see with 
our own eyes something of a nation in which the 
process of economic development is fully under 
way. 

Since before the war, the income of the Mexican 
citizen has, on the average, increased by more than 
half. This improvement has been brought about 
by the growth of production in almost every part 
of Mexico’s economy. It was achieved without 
conspicuously plentiful resources and often under 
difficult circumstances. It has been based, to 
mention only a few of many factors, on the ener- 
gies of the Mexican people, the adaptability and 
initiative of the citizenry, on sound investment 
of public funds in the expansion of basic utilities 
and social services, and on the sustained confidence 


*Made on September 5 before a meeting of the Board 
of Governors of the International Bank for Reconstruction 
and Development at Mexico City, and released to the press 
on the same date. Mr. Black, President of the Interna- 
tional Bank, on this occasion, presented the Bank’s 
seventh annual report to the Board of Governors. See 
p. 392. 
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U.S.A., and how it affects each and every taxpayer. 
I believe if the problem were better understood 
by the people of the United States that there 
would be even greater support for a policy for 
reducing barriers to trade and thus helping our 
allies to stand on their own feet. It would, of 
course, be helpful if greater public attention and 
discussion were focused on this problem, especially 
in the months ahead, since early in 1953, after the 
election and the installation of a new President 
and Congress, the U.S. Government and the citi- 
zens of the country will have to face up to this 
problem in concrete terms. In June of 1953 the 
present reciprocal trade-agreements authority ex- 
pires. The country must then decide whether to 
turn the clock back toward the high-tariff days 
of the Smoot-Hawley Act or push ahead with 
the elimination of barriers to trade and thus in- 
crease the economic strength of the free world. 


of the country in a succession of competent na- 
tional administrations. 

The relations between the Bank and Mexico 
have been particularly close and continuous. The 
fact that we are meeting here is evidence not only 
of Mexican hospitality but also, I hope, of mutual 
satisfaction. Mexico, as a member of our Bank, 
om welcome us; and we, for our part, feel at home 

ere. 

This has been an active 12 months for the Bank. 
We slightly exceeded the record volume of lending 
we established last year. We provided more tech- 
nical assistance to our members, especially in the 
planning of development. We were more active 
in raising funds in the capital markets of the 
world. 

For the second consecutive year, our lending 
approached 300 million dollars. That sum is 
composed of 30 million dollars of new loans in 
Asia, 68 million dollars in Africa, 79 million dol- 
lars in Latin America, and more than 120 million 
dollars in Europe. Our second loan to Australia 
did not come until after the end of the fiscal year, 
but in each of these other areas we lent more than 
in the year preceding; and in Europe we lent 
substantially more. 

Disbursements rose to 185 million dollars, the 
highest level since fiscal 1948. More than a third 
- this was used for purchases outside the United 

tates. 
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The Bank has continued to adapt its lending 
policies and procedures to the differing problems 
presented by its borrowers. 


Bank’s Flexible Lending Techniques 


We usually lend for specific and individual 
projects. In the great majority of cases, this is 
the most practical and effective form of collabora- 
tion between us and the borrower. But even when 
we make loans for single projects, we often are 
financing some key component of a larger under- 
taking. Some of the Governors were glad to ob- 
serve last year that in the case of Australia we 
were giving support to an entire program of de- 
velopment. We have made additional loans of 
this broader type since we convened in Washing- 
ton 12 months ago—to the Belgian Congo, to Italy, 
to Yugoslavia, and, for a second time, to Australia. 
These cases differ considerably in detail, but the 
all reflect the principle that the Bank is as muc 
interested in the progress a country can make on 
a broad front as in the success of a particular 
project. Program loans may continue to be the 
exception rather than the rule; but they definitely 
have taken their place among the instruments used 
by the Bank to promote economic development. 

In other ways, the Bank has kept its lending 
techniques flexible. Our loan of last October in 
support of the 10-year plan for the development 
of southern Italy, for instance, is for us a new 
kind of transaction. It is not intended to finance 
the equipment needed for carrying out this pro- 
gram. Rather, it will cushion the impact of the 
program on the Italian economy, by providin 
dollars to meet some of the demand for menonted 
goods that the 10-year plan will generate. 

Our loan to Belgium, likewise, might be called 
an “impact” loan—designed in this case to offset 
the dollar cost that will arise from Belgian sup- 
port of a development program in the Congo. 

The Bank is keenly aware of the necessity for 
keeping its lending flexible in another important 
respect. Up to now, the Bank has lent chiefly in 
dollars. To the extent that we can lend in other 
currencies, we can better meet the needs of coun- 
tries more able to service debt in those currencies 
than in dollars. During the year, we made one 
loan to Iceland and another to Yugoslavia which 
are repayable entirely in European currencies. 
Almost half our railway loan to Pakistan consists 
of French francs, and part of our loan to Southern 
Rhodesia will be disbursed in South African 
pounds. Nearly 15 percent of the amount we lent 
this past year is repayable in currencies other than 
dollars—a proportion much higher than in any 
previous year. 

With our meee at the current rate, we have 
increased our own borrowings. We went to the 
capital markets four times, with two bond issues 
in the United States and our first public offerings 


386 


in Canada and Switzerland. The total amount of 
our issues was equivalent to approximately 175 
million dollars, a sum greater than in any year 
since 1947. The Bank has also sepheuidied its 
lendable funds by 23 million dollars of sales from 
its portfolio; more than 10 million dollars of these 
sales, let me point out, were made without our 
guaranty. 

I am glad to say that our bonds enjoy a strong 
position in Switzerland, the United Cinsder 
and Canada, as well as in the United States. As 
the amount of our dollar obligations has increased, 
there has been a satisfactory broadening of the 
market for our securities in the United States, 
The Bank has been affected, however, by a general 
trend, all over the world, toward higher interest 
rates. We have had to pay more on our own 
borrowings, and there has on to be a correspond- 
ing rise of interest rates on our loans. 


Character of Bank’s and Borrowers’ Securities 


I would like to emphasize that the market for 
the Bank’s own securities and for those received 
from borrowers is becoming more and more inter- 
national in character. Of the more than 500 mil- 
lion dollars’ worth of direct and guaranteed 
obligations we have outstanding, investors outside 
the United States hold approximately one-quarter. 
The central banking institutions of 12 of our mem- 
ber nations, in particular, have acquired for their 
reserves some of the largest known holdings of 
the Bank’s bonds. 

Finally, the Bank’s lendable resources, as I have 
already implied, were increased by the release to 
us of parts of the local currency subscriptions 
of several member countries. The French Gov- 
ernment, for instance, released the francs which 
will be used in the Pakistan loan, and the South 
African Government has made available to us 
pounds which will be used in the loan for South- 
ern Rhodesia. Of particular note, let me say, 
was Canada’s release, in the spring of this year, 
of 41 million Canadian dollars on a fully con- 
vertible basis. This constituted the balance of 
her original paid-in subscription of 58.5 million 
Canadian dollars to the Bank’s capital. 

If we survey all the funds which the Bank has 
had available for lending since the start of its 
operations, the international character of our fi- 
nancial resources emerges with particular clarity. 
Up to the end of the fiscal year our lendable re- 
sources amounted to the equivalent of nearly a 
billion and a half dollars. Of this, 375 million 
in dollars and other currencies—or about one- 
quarter in all—was received from, or borrowed 
in, our member countries outside the United 
States. I am hopeful, in spite of all the known 
difficulties, that the Bank will continue to receive 
releases of the currencies of its European mem- 
bers. The need for non-dollar funds is as urgent 
as ever. 
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Private Participation in Bank’s Lending 


One of the main objectives of the Bank, I hardly 
need remind you, is to promote the international 
investment o we capital in economic devel- 
opment. The Bank’s bonds themselves are one 
of the principal avenues by which such invest- 
ment is made, and most of our sales from portfolio 
have been made to private investors. In addition, 
however, the Bank has continued to be able to in- 
terest the private market in more direct partici- 
pation in its lending. American banks this year 
took portions of two of our loans—one to the KLM 
Royal Dutch Airlines, the other to Pakistan—at 
the time they were made. I see signs that private 
participation in our lending will become an in- 
creasingly important feature of our operations. 

One condition, of course, for the international 
investment of private capital is that there be a 
reasonable prospect of repayment. In some cases, 
this prospect is clouded by the existence of obliga- 
tions already in default; and in some instances 
the Bank has been able to encourage its member 
governments to start negotiating settlements on 
these obligations as an essential means of encour- 
aging the resumption of foreign investment. 

We have also, as you will have noticed in our 
annual report, made an intensive study of a pro- 
posal to establish an International Finance Gor. 
poration as a new instrument for investment in 
private enterprise. This Corporation would be 
affiliated with the Bank but would have its own 
capital subscribed by member governments. It 
would be able to do two things the Bank does not 
do: It could make loans to private enterprises 
without governmental guarantees, and it could 
provide equity capital. We have prepared a re- 
port on this proposal and shall continue to explore 
the idea with private financial and business inter- 
ests and with our member governments. The pro- 
posal needs to be given further consideration, and 
the Corporation admittedly would be an experi- 
ment. But I personally think that it might prove 
to be a useful instrument for stimulating invest- 
ment of private capital, both domestic and foreign, 
in enterprises significant in economic development. 

The Bank, of course, does not regard itself 
merely asa source of financing. I have often said 
to you in these meetings that internal factors are 
more important in a country’s economic growth 
than financing from abroad. We have therefore 
continued, at the request of member countries, to 
send our general survey missions, composed of im- 
partial experts, to help those countries assess their 

otentialities and to draw up broad programs 
which will best channel their own energies and 
resources into development. 

The reports of four of these general survey 
missions were presented during the year to the 
Governments of Cuba, Guatemala, and Iraq and, 
for Surinam, jointly to the Governments of the 
Netherlands and Surinam. The report of our 
mission to Ceylon was published earlier this week 
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in Colombo and Washington. In a few days, we 
will be presenting to the Government of Nica- 
ragua the report of two of our staff members who 
spent nearly a year in that country, working with 
the Government in drafting a development pro- 
gram and starting to put it into effect. The 
recommendations of our recent mission to Jamaica 
are now being prepared in final form. 

Economic surveys, I hardly need to tell you, are 
nothing new. Many good ones have been done, 
and some of them lie moldering in the archives 
of our member nations. It is still too early to sa 
what the fate of our own surveys may be; but 
am glad to say that the results, so far, have been 
encouraging. I believe that the Governor for 
Colombia would agree with me that the report of 
our mission to his country, and the recommenda- 
tions by a citizens’ committee on economic de- 
velopment which followed it, have already had an 
important influence on the economic life of Colom- 
bia. In the case of other countries more recently 


visited by our missions, our annual report gives 


many instances of action already under way to 
carry out fundamental recommendations and pro- 
vide a basis for accelerated economic progress in 
years to come. 

The Bank has continued to take a broad view 
of its responsibilities and opportunities in other 
respects. Indeed, we could hardly do otherwise 
and remain faithful to the character of our Bank 
as a cooperative, international institution. 

Early this year, after expressions of interest by 
Tran and the United Kingdom, representatives of 
the Bank visited London and Tehran. The pur- 
pose of our mission was to see whether the Bank 
could work out some interim arrangement for re- 
storing oil operations in Iran and give the parties 
to the dispute time to reach agreement. Our 
efforts, as you know, were not successful, and our 
negotiations were recessed in Tehran last March. 

The Bank has also offered its services in another 
matter affecting two of its member countries. 
When I was in Asia late last winter, I discussed 
with the Prime Ministers of India and Pakistan 
an invitation I had already extended for the two 
Governments to examine, together with the Bank, 
the possibilities of developing the water resources 
of the Indus River System, which are so im- 
portant to the economic development of both these 
countries. The Governments accepted this invi- 
tation. Their engineers met with ours in Wash- 
ington this spring and successfully completed a 
series of meetings which drew up a program for 
studies of possible technical measures to increase 
the supplies of water in the Indus Basin. Their 
engineers and ours will convene again next No- 
vember in Karachi for an exchange of information 
as a prelude to further meetings. I personally am 
encouraged. I hope that the eventual outcome 
will be the development of these water resources, 
with the help of the Bank, in a way which will 
bring great benefit to millions of people in both 
India and Pakistan. 
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Future Increase in Bank’s Operations 


As we review the Bank’s performance in the 
past year, I think we can take satisfaction from 
the fact that our operations have been disturbed 
remarkably little by the economic changes which 
have taken place since the outbreak of war in 
Korea. Looking forward, it seems to me that, 
if the Bank and its members fully grasp the op- 
portunities they have, the coming year will see a 
significant increase in the Bank’s operations. 

In Europe, there continues to be an urgent need 
for greatly expanded production. This will re- 
quire heavy investment in new plants and equip- 
ment as well as in modernization of old. It will 
have to be achieved without provoking inflation 
and will have to take place at the same time as 
United States aid is being reduced in scope and 
amount. 

The Bank, for its part, can supplement Europe’s 
own capital with dollar loans. I have already 
remarked that the scale of the Bank’s lending in 
Europe was substantially increased during this 
past year. Our ability to lend in dollars, how- 
ever, is limited by the fact that the capacity of 
many European countries to service additional 
dollar debt is itself limited. 

From now on, it is clear, the countries of 
Europe will have to rely more on their own savings 
and will have to mobilize their own capital more 
effectively. This is a subject which is being 
actively studied on the Continent. The Bank has 
followed this study closely and with sympathetic 
interest. 

Some of the proposals which recently have been 
made envisage the creation of a new financing in- 
stitution. If new arrangements come into exist- 
ence, the Bank would, of course, cooperate with 
them. But let me point out that new institutions 
themselves do not create savings. Fundamentally 
we must work with what we have. I myself be- 
lieve very strongly that the Bank itself could 
operate effectively as an instrument for mobilizing 
European capital, and I doubt that sufficient con- 
sideration has yet been given to the role we might 
play in this respect. 

The Bank already has had some experience in 
tapping private resources by the sale of its securi- 
ties in European markets. With the cooperation 
of its members, it could be more active in raising 
additional private capital. That might well re- 
quire the working out of new types of bonds and 
of distribution techniques that have not yet been 
tried. I think this is a field well deserving fur- 
ther study, and I am anxious to explore, with the 
Governors most closely concerned, any adaptation 
of our operations that would better fit them to the 
particular investment needs of Europe and to the 
special conditions now prevailing in Europe’s capi- 
tal markets. 

The continuing movement toward economic in- 


388 


+ 


tegration in Western Europe may raise new 
opportunities for the Bank. The Schuman Plan, 
for instance, which aims at the integration of the 
continental coal and steel industries, has now be- 
gun to operate. The capital requirements of the 
Plan certainly will be large, and the necessary 
equipment probably can be procured for the most 
part in European currencies. Should the Bank be 
asked to provide some of the funds, questions 
would arise with which we have not previously 
been confronted; for example, concerning the 
form of guaranty needed for a loan to an inter- 
national Say. n any case, the Schuman Plan 
potentially has great importance. It is one of the 
projects that the Bank, should it be called on, 
would be glad to search for feasible ways to 
assist. 


Outstanding Economic Events of the Past 2 Years 


For those of our member countries which are 
leading producers of primary commodities, the 
swift rise of raw-materials prices that followed 
the outbreak of the war in Korea, and now the 
recession of those prices to pre-Korean levels, 
have been the outstanding economic events of the 
past 2 years. 

Not all primary products shared in the boom, 
and not all our less developed members shared 
in the higher earnings of foreign exchange that 
resulted. Nevertheless, a number of our mem- 
ber countries in Asia and Latin America made 
good use of extra earnings by devoting a sizable 
portion of them to financing economic develop- 
ment. To do so required firm and expert handling 
of the inflationary pressures exerted by high 
prices in world markets; among several note- 
worthy performances of this kind, I might spe- 
cifically mention those of India and Colombia. 
At the other extreme, I regret to say, some mem- 
bers of the Bank not only failed to take advan- 
tage of the windfall from high raw-materials 
prices but allowed inflation to distort their econ- 
omies to such an extent that they are not so well 
off today as they were 2 years ago. 

In any event, the boom is now over and our less 
developed member countries are left to deal with 
the same hard problems that confronted them be- 
fore. There are, however, many factors in the 
situation which I find encouraging. In the post- 
war years, and particularly in the last two, I think 
much progress has been made, both in a growing 
understanding of economic development and in 
the adoption of techniques to bring that develop- 
ment about. 

The governments of underdeveloped countries 
are realizing more and more that economic prog- 
ress is the primary responsibility of the countries 
themselves. Responsible leadership, to an increas- 
ing extent, is buckling down to the job and is at- 
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tempting to achieve progress through sound 
planning, financing, and engineering. 

Many of the world’s less developed countries 
are attempting to shape their economic policies— 
and especially their investment policies—to make 
better use of their own physical and financial re- 
sources. Intensive stock taking of these assets has 
been undertaken by an increasing number of gov- 
ernments as a first step in gaging more accurately 
the potentialities of their economies and deter- 
mining the directions in which development 
should move. Programs and programing agencies 
have been established to assure continuity of ef- 
fort. Finally, the financial resources, and the 
increasing skill of the underdeveloped countries 
in planning the use of those resources, have been 
supplemented by a growing volume of financial 
and technical assistance from the more advanced 
nations. 

The problems which face the underdeveloped 
countries are still tremendous and difficult. Often 
in the past, I have stressed the shortcomings of 
the policies and practices of some of our member 
nations in dealing with these problems. 

Nevertheless, the scene presented by the under- 
developed countries is one of growing activity 
and of a growing amount of soundly planned ac- 
tivity. The implication for the Bank is that we 
have a broader and better basis on which to con- 
duct our operations. 

Many times, the Bank has warned that massive 
injections of foreign capital cannot successsfully 
be absorbed in the first stages of a country’s de- 
velopment. We have pointed out that shortages 
of skilled manpower and the lack of basic facili- 
ties are limiting factors which will take a long 
time to overcome. These statements have some- 
times been misconstrued as expressing a timidity 
or a lack of real will on our part to promote 
development. 

The facts show otherwise. To more than half 
our borrowers, we have made repeated loans— 
to Mexico, for example, in 1949, 1950, and 1952; 
to Colombia in 1949, 1950, and 1951, and to Brazil 
in 1949 and every year since then. In countries 
of Asia and Africa, as well as in the developing 
countries of Europe like Turkey and Finland, 
we are doing the same thing. 


What We Want From Economic Development 
Processes 


These continuing relationships are proof that, 
far from recoiling from additional commitments, 
we are on the contrary supporting the develop- 
ment of our member countries year by year and 
step by step. We are lending money in amounts 
our borrowers can effectively use and can reason- 
ably be expected to repay; we are lending for those 
purposes that will do the most to make the borrow- 
ing countries more productive and able in the 
future to put still more money to work. This is 
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the basic principle of investment. Soundly and 
ersistently applied, it can help nations to move 
orward. 

Let us ask ourselves, what do we want, all of 
us, from this process of development? I think we 
want a world of freedom, of stable peace, of ex- 
panding production and trade—a world of oppor- 
tunity in which free men can more and more 
govern their own careers. 

How do we go about achieving what we want? 
Development is most certainly not the concern of 
only those countries whose standard of living is 
still woefully low. It vitally concerns, too, the 
more industrialized nations, because their own best 
 - of progress is an expanding world economy. 

inancial and technical assistance will continue 
to be needed for many years from those countries 
which can afford exports of capital and skill. 
Granted that the underdeveloped areas do not 
yet have the capacity to make productive use of 
any huge inflow of resources, we must still admit 
that the present magnitude of international in- 
vestment for development is clearly inadequate 
to the need. 

Whatever form it takes, the assistance of the 
industrialized countries must be steady and con- 
tinuous. It must not be warped by politics. And 
it must be accompanied by international economic 
and commercial policies consistent with the de- 
velopment objective—in particular by the removal 
of all unnecessary restrictions on the movement 
of goods in world trade and of the money needed 
to pay for them. 

But the main effort—and most of the means— 
must come from the less developed countries 
themselves. They must want development, and 
they must want it badly enough to make some 
sacrifices. It is up to them to free the forces of 
progress in every way they can—by continuity 
of effort, by fiscal and economic policies that will 
encourage economic growth, by sound programs 
of investment, by a mnltitude of actions which will 
increase incentives for labor, for management, 
and for capital—both domestic and foreign. 

These are some of the conditions of progress. 
If they are met—substantially—the underde- 
veloped nations can advance, not with a sensa- 
tional rush but with an increasing momentum. 
And as the conditions of life improve, so will the 
prospects of a stable peace. Improvement in the 
living conditions of men brings a sense of personal 
fulfillment and self-respect. With respect for 
themselves as individuals, people are not easily 
fooled by the cynical and disruptive propaganda 
of demagogues—whatever mantle they may be 
wearing. 

In development the Bank, I think, has a vital 
role to play. Not only can we be a source of some 
of the capital that is needed; but we can serve as 
a focal point for stimulating and supporting con- 
structive action on the part of all those who are 
working toward the common goal. 
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INTERNATIONAL MONETARY FUND’S ANNUAL 
REPORT, 1952 


Following are excerpts from the first chapter of 
the International Monetary Fund’s Annual Re- 
port, 1952, which was made public on September 6. 
Other chapters of this report, in addition to 12 
appendices, are entitled respectively: “The Use 
of the Fund’s Resources”; “Gold Policy”; “Ex- 
change Restrictions”; “Par Values and Ex- 
change Rates”; “Membership, Organization, and 
Administration.” 


At the time of the foundation of the Fund, it 
was envisaged that, after the destruction and dis- 
location caused by World War II had been re- 
paired, a balanced pattern of multilateral world 
trade and payments would emerge in which the 
general support of restrictive and discriminatory 
— would no longer be needed. Seven years 

ave now elapsed since the war and more than 
5 years since the Fund began operations. During 
these years there have been a remarkable growth 
in production and one widespread adjustment of 
exchange rates. The attainment of a stable inter- 
national equilibrium, however, still eludes large 
parts of the world, and there has been little secure 
or sustained progress toward the Fund objectives 
of unimpeded multilateral trade and the general 
convertibility of currencies. 

During the last 7 years, balance-of-payments 
difficulties have been continuous or recurrent, and 
most countries have either been unable to make 
substantial progress toward freer international 
trade or have had to reverse from time to time 
some of the steps taken in that direction. The 
difficulties at any given point of time can nearly 
always be represented as sed at least in part, the 
result of some special temporary disturbing fac- 
tors. These special factors can, indeed, never 
safely be neglected. The frequent recurrence of 
balance-of-payments difficulties suggests, how- 
ever, that an explanation of the difficulties should 
be sought in terms of the more fundamental and 
pervasive influences that to some extent have 
affected almost all countries. 

The first critical situation arising out of the 
postwar payments disequilibrium occurred in the 
summer of 1947 and was associated with the short- 
lived resumption of sterling convertibility. It 
was temporarily resolved by the U. S. interim 
aid program and the Marshall Plan, which per- 
mitted the European countries to proceed with 
the restoration of their economies much more rap- 
idly than would otherwise have been santo. 
Their recovery was in most cases substantial but, 
as the most urgent reconstruction and pent-up 
consumer and producer demands were satisfied, a 
second exchange crisis began to develop. Its first 
symptoms were seen in a tendency for some Euro- 
pean exporters to find themselves priced out of 
dollar markets. The par values agreed in 1946 
and 1947 were at first quite compatible with a 
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rapid recovery of exports because unsatisfied de- 
mands for exports were so large. As the urgency 
of many of these demands declined, however, it 
became apparent in many countries that inflation 
was adding to the competitive difficulties of ex- 
poo. The emergence of a buyers’ market was 
rastened by a moderate downturn in economic 
activity in the United States early in 1949, and 
the exports of many countries began to lag. With 
a decline of confidence in certain key currencies, 
this resulted in the widespread devaluations of 
September 1949. A substantial improvement in 
the international reserves of many countries fol- 
lowed. This was due in part to the reversal of 
earlier speculative positions in regard to pay- 
ments and orders and to a running down of stocks 
but there was also a significant strengthening of 
the underlying balance-of-payments situation. In 
many countries restrictions were relaxed and some 
progress was made toward convertibility. 

Before there had been time for the full effects 
of the devaluations of September 1949 to be 
worked out, fighting broke out in Korea in June 
1950 and initiated a series of new developments 
to which balances of payments had to be adjusted. 
The immediate, and partly speculative, reactions 
to the outbreak of hostilities were followed by a 
readjustment or correction phase. The increased 
demands arising from stockpiling and rearma- 
ment raised prices, national income, and world 
trade to higher levels. It might have been ex- 
pected that the increased demand for raw mate- 
rials would, after some adjustments, lead to a new 
equilibrium, with the terms of trade and exchange 
reserves of the countries concerned somewhat more 
favorable than before June 1950. The reserve 
positions of many countries were, indeed, strength- 
ened but this trend ceased with the subsequent 
decline in commodity prices, which reversed part 
of the initial improvement in the terms of trade 
of raw-material producers. The old troubles then 
reappeared. There were widespread balance-of- 
payments difficulties, reserves declined, and the 
earlier movement toward freer trade was to some 
extent reversed. While conditions in individual 
countries in the first half of 1952 vary widely, the 
reappearance of these difficulties provides a strong 
indication that the earlier efforts to restore a new 
world equilibrium had failed to get to the root of 
the matter. 

A proper understanding of the fundamental 
causes responsible for the recurrent external 
disequilibria in recent years is not possible with- 
out reference to the domestic fiscal and monetary 
policies pursued by various governments. These 
policies have permitted continuous inflationary 
pressures and the connection between domestic 
inflation and balance-of-payments difficulties has 
become increasingly evident. Since the end of 
World War II the pressure of demand for con- 
sumption and investment goods and services has, 
for a wide variety of reasons, been allowed to pass 
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beyond the limits set by the resources available. 
The efforts to translate into reality the widespread 
desire for economic security and betterment, or, 
in some countries, to check the deterioration of 
standards realized in the past, have been an 
important factor in this situation. More recently, 
rearmament programs have made further demands 
upon the limited supplies of resources. Sometimes 
an inflationary situation has been produced that 
was clearly recognizable. Sometimes the effects 
of inflationary pressures have been temporarily 
concealed by devices such as price controls and 
subsidies. Without the aid given since the end 
of the war by various countries, and especially by 
the United States, inflation would soukahie ave 
been more severe and the development and produc- 
tion would have been retarded. But even when 
temporarily held in check, the inflationary pres- 
sures have always been ready to reemerge and to 
upset such uneasy monetary equilibrium as may 
have been established. 

In their efforts to satisfy the competing claims 
of divergent social and economic objectives, many 
countries have adopted economic and monetary 

olicies which have meant that they were attempt- 
ing to live beyond their means. Any such attempt 
is bound sooner or later to be frustrated but if 
this is not clearly understood or, if for social or 
political reasons governments feel it impossible to 
act in accordance with a correct understanding of 
the situation, the necessary adaptations of domes- 
tic policies to current changes in the balance of 
yayments are not quickly or adequately made. 
{easures which it is feared will be unpopular are 
either not taken at all or taken only after long 
delay and then not pushed far enough. In the 
meantime, the continuance of inflation makes it 
difficult to recognize and respond to any structural 
changes that may be taking place. When there 
is excessive demand for all resources, the incentives 
to undertake the transfers of productive resources 
that may be necessary if long-term external equi- 
librium is to be established are seriously weakened. 
Continuous inflationary pressures and balance-of- 
payments problems are bound to make it increas- 
ingly difficult to insure the maintenance of supplies 
of essential raw materials, and therefore of steady 
levels of employment. 


U. S. Predominance in World Economy 


While the recurrence of balance-of-payments 
difficulties is to be explained mainly in terms of 
the inflationary pressures generated by diverse 
conflicting claims on limited resources, other fac- 
tors also have had a significant influence. The 
magnitude and range of U.S. production and pro- 
ductivity have placed that country in a position 
of predominance in the world economy and of 
comparative self-sufficiency. This situation de- 
mands difficult adjustments, in both the rest of 
the world and in the United States, that are still 
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far from complete. Agricultural protection in 
Europe and the United States still creates diffi- 
culties for some countries, and the other protective 
policies maintained in the United States, despite 
its great competitive power, also continue to em- 
barrass other countries. 


The industrialization of some of the raw-ma- 
terial producing countries, which was already 
under way before World War II and was further 
accelerated in response to the wartime disruption 
of trade connections, also calls for adjustments in 
the world economy, and particularly in the in- 
dustrialized countries of Europe. Overseas in- 
dustrialization means on the one hand diminished 
demand for the products of some European indus- 
tries, while on the other hand it provides an ex- 
panded market for exports of all kinds of capital 
equipment. In recent years the industrializing 
countries have increasingly turned to dollar 
sources of supply to satisfy their demands for 
these capital goods. It has thus become difficult 
for the older industrialized countries to meet their 
dollar-area deficits by export surpluses to raw- 
material producing countries with a dollar 
surplus. 

An aggravating factor in the recurrent balance- 
of-payments crises of the postwar years is the 
inadequacy of international reserves available to 
monetary authorities outside the United States. 
Although the gold and dollar holdings of coun- 
tries other than the United States have risen to 
some extent since 1938, the increase has not been 
in proportion to the expansion of world trade and 
their value in real terms has been actually reduced 
by inflation. These trends, combined with the 
abnormally wide swings in balances of payments, 
have often produced situations in which reserves 
have appeared to be dangerously low. The at- 
tainment of any particular level or ratio of re- 
serves is not by itself a guarantee against balance- 
of-payments crises; nevertheless, a more adequate 
cushion against balance-of-payments disturbances 
is clearly desirable so that more time may be avail- 
able to make the necessary readjustments. 

The significance of inadequate reserves has also 
been greatly enhanced by the fact that the dis- 
ruption in the 1930’s of the private international 
short-term capital market has not been repaired. 
Instead of private capital movements helping to 
minimize the use of official reserves, in a great 
number of countries the whole burden of adjust- 
ment to balance-of-payments fluctuations has had 
to be borne by central banks and governments. 
Balance-of-payments adjustments are also made 
more difficult by the virtual absence of any effec- 
tive private international long-term capital 
market. 

Postwar economic developments have further 
been affected by the international political de- 
velopments which have proved much less satis- 
factory than was envisaged at the end of the war. 
The decline in East-West European trade is partly 
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responsible for the deterioration in the terms of 
trade of Western Europe, which has been cut off 
from the raw material and foodstuffs supplies of 
Eastern Europe. Similar difficulties have arisen 
in the Far East. Politica] tensions have led to 
a general feeling of insecurity which, combined 
with the growing sensitiveness to risks of eco- 
nomic insecurity, has induced disturbing short- 
term capital movements that greatly complicate 
the tasks of monetary policy. In the last few 
years, the conflict in Korea and increased political 
tension generally have necessitated rearmament 
which tends further to disrupt international 
prices, intensify inflationary pressures, and im- 
pose on countries increased burdens of adjust- 
ment, 

Finally, the recurrence of balance-of-payments 
difficulties must also be attributed, in part, to a 
certain lack of effective cooperation between var- 
ious countries. In the last analysis, the success of 
any international endeavor must depend on the 
degree of cooperation and coordination among 
countries. Progress toward a balanced pattern 
of international exchange would be more rapid if 
countries were to cooperate more effectively, for 
example, to insure careful consideration of the 
interests of other countries if restrictive measures 
have to be taken and in the stockpiling of scarce 
materials. 

In the situation that has been described above, 
the steps taken by the Fund to facilitate the utili- 
zation of its resources by members, as described 
in Chapter II, have particular significance as ful- 
filling in part the need of members for a second 
line of reserves. The solution of members’ prob- 
lems requires, however, more than a strengthen- 
ing of their reserves. For each country it will 
have to be found in the acceptance of appropriate 
domestic monetary and fiscal policies that are in 
accord with that country’s balance-of-payments 

osition. The Fund has an important role in help- 
ing its members to adopt such policies. Moreover, 
by watching developments and by providing a 
forum for an exchange of views between its mem- 
bers, the Fund can seek to increase the degree of 
coordination among them. There are some forces, 
such as the growing international tension, over 
which the Fund can have little, if any, influence. 
The adoption of effective balance-of-payments 
policies is still often impeded by domestic politi- 
cal forces. The difficulties that have been respon- 
sible for the recurrent exchange crises are not, 
however, irremediable. Indeed, within the past 
year, there has been increasing recognition of the 
fundamental weaknesses underlying external im- 
balance and a growing determination to come to 
grips with them. 

While the Fund’s main task is international— 
to seek a system of multilateral trade and pay- 
ments—the purposes for which it was formed can 
be reached only if effective domestic measures are 
taken by its members. Whatever its cause, do- 
mestic inflation has been at the root of many recent 
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international difficulties, and as long as it con- 
tinues, a satisfactory and stable system of inter- 
national trade and payments will be impossible, 
Inflation has had much to do with one serious 
danger to international trade—the maintenance 
under conditions of peace of the division of the 
world into separate currency areas that followed 
the war. Such a division cannot last without the 
support of a network of administrative controls 
applied both to the external trade of countries and 
to their internal economies. The economic rela- 
tions of countries are too pervasive to be confined 
for long within a complicated network of this kind, 
unless the controls are extended to many of their 
major activities. The choice before us is to end 
inflation or to move further toward a kind of world 
which is the antithesis of the world the Fund was 
formed toserve. Insucha world, even the present 
weakened structure of international trade and pay- 
ments is more likely to deteriorate than to improve. 


Initial Reactions to the Korean Outbreak 


U.S. imports, which even before the outbreak 
of the fighting in Korea were rising, showed a fur- 
ther prompt and vigorous increase after the con- 
flict began; this increase dominated the first phase 
of the reactions to the Korean outbreak through 
the first quarter of 1951. The value of U.S. im- 
ports in the third quarter of 1950 exceeded that of 
the second quarter by 470 million dollars, or about 
25 percent, and there were further increases of 260 
million dollars in the fourth quarter of 1950 and 
380 million dollars in the first quarter of 1951. 
During the first few months after the beginning 
of hostilities, foodstuffs (e. g., sugar) accounted 
for a more than proportionate share in this ex- 
pansion of U.S. imports, but emphasis soon shifted 
to industrial raw materials. Remembering the 
wartime shortages and fearing a rise in prices, con- 
sumers, producers, and the U.S. Government 
sharply increased their demands. In the third 
quarter of 1950, the principal effect of these in- 
creases was to raise the volume of imports; subse- 
quently, their principal effect was to raise import 
prices. In both the fourth quarter of 1950, when 
the value of U.S. imports rose by 11 percent, and 
the first quarter of 1951, when their value rose by 
14 percent, the increase in import volume was only 
around 3 percent. 

In the industrial countries of Western Europe, 
the movements of retail sales indicated a similar 
upward surge in demand in the third quarter of 
1950. The value of their imports, however, did 
not increase until the fourth quarter (Germany 
and Switzerland were notable exceptions), and 
continued to rise through the second quarter of 
1951. The expansion of European imports in 
— lagged behind that in the United States 

y one quarter. As a consequence, in contrast to 
the United States, Germany, and Switzerland, 
which had been able to obtain some of their addi- 
tional imports at prices closer to the level of June 
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1950, most countries of Western Europe increased 
their purchases substantially only after prices had 
advanced. An important impediment to the ex- 
pansion of European imports was probably the 
administrative delays in relaxing controls and the 
fact that the general public was at first less in- 
fluenced in Europe than in the United States by 
the outbreak in Korea. The upsurge in retail 
buying in Western Europe in fact lagged about 
2 months behind that in the United States. 


The first quarter of 1951 thus marked the end 
of the initial reaction to the outbreak of fighting 
in Korea. By the second quarter, U.S. imports 
had turned down and the decline in commodity 
prices had begun. 


Balance-of-Payments Developments 


The outflow of gold from the United States that 
had begun in 1950 lost its momentum in May 1951, 
when U.S. reserves were 21,861 million dollars, 
and a substantial inflow began in August.. By 
May 1952, U.S. gold holdings amounted to 23,502 
million dollars. The net deficit’ of foreign coun- 
tries as a whole with the United States, covering 
not only goods and services but also private cap- 
ital movements and certain other transactions, 
amounted in 1951 to 3,156 million dollars, against 
265 million dollars in 1950 and 5,348 million dol- 
lars in 1949. This deficit was financed not only 
by movements of reserves but also by substantial 
grants and loans. 


Throughout the postwar period, U.S. Govern- 
ment grants and loans have been a factor of out- 
standing importance in the reconstruction and 
balance-of-payments developments of many coun- 
tries, especially in Western Europe. The knowl- 
edge that this financial aid would be reduced was 
something to be taken into account in determining 
policy in 1951. Although Eca aid tapered off in 
that year, U.S. Government grants and loans 
(net) to foreign countries, including both militar 
and economic aid, amounted to 4,594 million dol- 
lars, somewhat more than the 1950 total of 4,207 
million dollars. Military grants increased from 
580 million dollars to 1,460 million dollars, 
whereas economic grants fell off from 3,460 mil- 
lion dollars to 2,970 million dollars. Although 
most of the military as well as of the economic aid 
continued to go to the Orec [Organization for 
European Economic Cooperation] countries, the 
total grants extended to them declined slightly. 

The balance of payments of the United King- 
dom deteriorated seriously during 1951, not only 
with the United States but also with the Eru 

*Except where otherwise indicated, the balance-of- 
payments surplus or deficit as used in this section is meas- 
ured by compensatory official financing. 
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[European Payments Union] area. Although the 
balance with the rest of the sterling area improved, 
from a deficit of £13 million in the first half of 
the year to a surplus of £116 million in the second 
half, this improvement was insufficient to offset 
the worsening vis-i-vis other areas, and the 1950 
surplus of £255 million was followed in 1951 by a 
deficit of £756 million. For the year as a whole, 
the outstanding feature was the widening of the 
trade deficit, as the value of exports increased by 
22 percent while the value of imports rose 47 per- 
cent. In the second half of the year, there was a 
sharp drop in the surplus on account of services, 
mae because of the stoppage of Iranian oil sales. 
The United Kingdom’s balance-of-payment deficit 
with the nonsterling area rose from £204 million 
in the first half of the year to £655 million in the 
second half. Gold and dollar holdings, after 
rising moderately to 3,867 million dollars at the 
end of June 1951, fell in the next 4 quarters by 
2,182 million dollars; at the end of June 1952, 
they were 1,685 million dollars, about the same as 
at the end of 1949. In real terms, gold and dollar 
holdings at the end of June 1952 were below the 
1949 level. 

The downward movement of reserves, indeed, 
gives an exaggerated picture of the real deteriora- 
tion in the external position of the United King- 
dom. In a time of uncertainty there was an in- 
ducement for importers in the United Kingdom 
to accelerate the dollar payments that they had 
to make and for the importers of U.K. goods 
abroad to delay the settlement of their obligations. 
These changes in the timing of payments, the so- 
called “leads and lags,” were an important factor 
in reducing reserves. Any subsequent reversal of 
such short-term movements must be taken into ac- 
count in interpreting later movements of reserves. 
One reason for emphasizing the importance of re- 
serves is precisely the protection that they afford 
against the effects of temporary adverse changes 
of this kind. 

The deterioration of the U.K. balance of pay- 
ments was also the result of more fundamental 
changes in its economic position. For example, 
according to calculations in which c.i.f. import 
prices are used, its terms of trade in 1951 were 11 
percent below those of 1950; the actual decline 
must have been less because freight charges in- 
creased. The most important factor, however, 
was undoubtedly the increase of 16 percent in 
import volume, which in part may have been the 
result of the rebuilding of stocks that had been 
allowed to run down in 1950, and is to be compared 
with an increase of 3 percent in the volume of ex- 
ports. 


With a view to checking the deterioration of 
its balance of payments, import restrictions were 
intensified in the United Kingdom. Most other 
countries in the sterling area also took similar 
action in the early months of 1952. 
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In the first half of 1951, the sterling liabilities 
of the United Kingdom to all countries increased 
by £425 million, to £4,168 million, and were then 
as high as they had ever been. By the end of 
the year they had fallen back to £3,807 million, 
not much above the level of £3,743 million at the 
beginning of the year. This movement was ac- 
counted for largely by changes in liabilities to 
other sterling-area countries. These increased 
from £2,732 million at the beginning of the year to 
£3,100 million at the end of June, and then fell 
off to £2,789 million by the end of the year. There 
were considerable variations in the records of in- 
dividual countries, but the sterling balances of the 
United Kingdom’s dependent territories as a whole 
tended to increase throughout this period. 

Further evidence of the imbalance in world 
trade is afforded by developments in the Euro- 
pean Payments Union, whose members clear 
through its machinery not only their own trans- 
actions with other members, but also most of the 
transactions of their associated monetary areas. 
Until May 1951 the sterling area had a surplus in 
Ervu, but subsequently it had deficits which 
reached a peak of 236 million dollars in October. 
Although the monthly deficit has declined since 
then, the United Kingdom by the end of May 
1952 had exceeded its quota and reached the stage 
of 100 percent gold settlement. Substantial in- 
visible and capital transactions appear to have 
affected the Erv position of the sterling area, but 
an examination of the trade returns of the United 
Kingdom with continental Oxec countries, and of 
the latter with the rest of the sterling area suggests 
that U.K. trade was a more important fac- 
tor in the reversal of the sterling area’s Erv posi- 
tion than was the trade of the other sterling-area 
countries. The trade deficit of the United King- 
dom increased and the trade surplus of the other 
sterling countries decreased, the increase in the 
deficit however being substantially greater than 
the decrease in the surplus. 

The balance-of-payments position of the next 
largest member of Erv, France, also deteriorated 
sharply in 1951. The over-all deficit of the franc 
area, which in 1950 had been 217 million dollars, 
increased to about 1,000 million dollars in 1951, 
almost entirely on account of goods and services. 
The terms of trade deteriorated by 9 percent. The 
increase in the volume of exports (19 percent) 
was only slightly greater than the increase in the 
volume of imports; the export surplus with the 
overseas territories increased moderately ; and the 
trade deficit with other countries grew substan- 
tially. Although the monthly deficit in Eru de- 
creased in March 1952, France was by that time 
in the 60 percent gold settlement tranche of its 
quota. 

The general balance-of-payments positions of a 
number of other Eru members improved. For 
example, the over-all deficit of the Netherlands 
decreased from the equivalent of 358 million dol- 
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lars in 1950 to 119 million dollars in 1951; Bel- 

ium’s 1950 deficit of 301 million dollars was fol- 
owed by a surplus of about 145 million dollars in 
1951; and Western Germany, which had a deficit 
of 653 million dollars in 1950, had a small surplus 
in 1951. 

The two largest members of Ervu have been its 
heaviest debtors and three members, Belgium, 
Italy, and Portugal, have credit positions in excess 
of their quotas, requiring special arrangements 
for gold settlements. These are symptoms of the 
disequilibrium which has from time to time threat- 
ened a drain on the liquid resources of the Union. 
Some of the trade liberalization progress of Erv 
has been lost in an effort to reduce these payments 
difficulties. Free imports from other Eprv coun- 
tries were eam suspended by France and 
severely limited by the United Kingdom. Some 
creditors (especially Belgium) also introduced 
specific controls designed to reduce their monthly 
surpluses. These measures, taken together, may 
help temporarily to suppress the payments dis- 
equilibrium within Europe, but at the cost of ret- 
rogression in the field of liberalization. 

atin America’s trade position with the United 
States shifted from a surplus in the first quarter of 
1951 to a large deficit in the third and fourth quar- 
ters. An inflow of U.S. capital and of dollars re- 
ceived from exports to other countries maintained 
Latin America’s reserves at a level in September 
1951 which was still above that at the end of 1950; 
but they were declining sharply in the third quar- 
ter, and fell further in the fourth quarter. The 
Latin American Republics as a whole continued 
to run a modest trade surplus with the Orrc 
countries until the fourth quarter of 1951. The 
terms of trade of Latin America as a whole are 
down from the level of early 1951, but may still be 
above the level of the first half of 1950. Peeniite 
over-all surplus fell from Can$642 million in 1950 
to about Can$240 million in 1951, less than a quar- 
ter of the decline being accounted for by a worsen- 
ing of the goods and services balance. 


Continuance of Inflationary Pressures 


Balance-of-payments developments since the 
outbreak of hostilities in Korea in June 1950 
afford another illustration of the inevitably close 
relationship between balance-of-payments diffi- 
culties and inflationary pressures. It was impos- 
sible immediately after hostilities began to predict 
confidently the course of events. In fact specu- 
lative purchases, the increased cost of imports, and 
the expansion of military outlays produced, in a 
situation where there were already inflationary 
potentialities, a mixture of cost wn | income infla- 
tion in both industrial and primary producing 
countries. The fact that steps were not taken in 
time to minimize these inflationary forces and to 
neutralize their impact was the outstanding ele- 
ment in the reversal after the middle of 1951 of 
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the favorable balance-of-payments position that 
had developed earlier in many countries. 

The commodity boom of 1950 might have been 
kept within bounds if there had been a more wide- 
spread and prompt use of monetary policies and 
more effective coordination among countries in 
government stockpiling. This would have re- 
duced the inflationary pressures felt during the 
first phase of the Korean war and would have 
smoothed the transition to rearmament economies. 
The increase in defense expenditures would have 
required in any case a reduction of the proportion 
of national expenditures directed toward civilian 
goods, and it was particularly desirable that any 
further complications through wide swings in 
terms of trade and speculative buying should have 
been avoided. Some changes in the terms of 
trade and in the balance-of-payments positions of 
raw-material producing countries may well have 
been inevitable ; but if it had been possible to mod- 
erate the inflationary impact of these changes, the 
subsequent sharp reversal in international reserves 
would have been limited. 

In some countries, indeed, considerable progress 
has been made in recent months in the fight against 
inflation. Uncontrolled inflation has not yet al- 
together ceased to be a danger but the threat today 
is generally not so great as it was a year ago. 
Even, however, where internal stability has been 
temporarily attained, the measures taken have 
often been insufficient to insure that it will be 
permanent. The main test of stabilization policy 
will come when rearmament expenditures reach 
their maximum. 

During the first few months of the Korean war, 
the upsurge of speculative demand and the con- 
sequent increases in the prices of imported raw 
materials led in most industrial countries to a 
sharp expansion in bank credit. This expansion 
was slowed down after March 1951 by the decline 
in raw-materials prices, the tightening of credit 
and money market conditions, and stronger con- 
sumer resistance in reaction to the earlier spate 
of buying. In the United States, for example, 
commercial-bank loans to business and individ- 
uals, which had increased by 21 percent during 
the 9 months ended March 1951, increased further 
during the subsequent 9 months (April 1951- 
December 1951) by only 6 percent. There was 
a similar slowing down in the rate of bank-credit 
expansion in a countries, including Canada, 
the Netherlands, Italy, Switzerland, and Western 
Germany. This relaxation of inflationary pres- 
sures in industrial countries can also be seen in 
the movements of their cost-of-living indices dur- 
ing these two periods. The U.S. cost-of-living 
index, which had increased by 8 percent from 
June 1950 to March 1951, rose by less than 3 per- 
cent between March 1951 and December 1951, and 
declined slightly in the first quarter of 1952. 
Cost-of-living increases have similarly slowed 
down in most of Western Europe, particularly 
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where an effective monetary policy had been 
adopted, as in the Netherlands, Belgium, Den- 
mark, Finland, and Italy. 

The tendency toward a reduction of inflation- 
ary pressures in the latter part of 1951, was, how- 
ever, less obvious in some other industrial 
countries, including the United Kingdom and 
France. In the United Kingdom, commercial- 
bank credit to business and individuals continued 
to expand until October 1951, when it was 15 per- 
cent higher than a year before. The continuance 
of inflationary pressures in the United Kingdom 
at a time when they were diminishing elsewhere 
can be traced in part to its greater dependence 
on imported food and raw materials, to its efforts 
to rebuild the stocks which had been allowed to 
run down when prices first began to rise, and to 
the speed and magnitude of its rearmament ef- 
fort. A high level of reconstruction and invest- 
ment has also continued to be an important fac- 
tor. The difficulties of the United Kingdom were, 
moreover, prolonged by the delay in making ade- 
quate use of the weapons of monetary control. 
Throughout the postwar period, commercial 
banks in the United Kingdom have been subject 
to a form of selective credit control and since 1948 
there has been a tendency for interest rates to rise 
gradually. But the decisive break from cheap- 
money policy came only in November 1951, when 
the discount rate of the Bank of England was 
raised, for the first time since 1939, from 2 to 2.5 
percent. In March 1952 the discount rate was 
raised further, to 4 percent. In the meantime, 
the liquidity of the banking system was also re- 
duced by funding a part of the floating debt. 
The consequent change in the financial climate of 
the country slowed down the expansion of bank 
credit to a considerable extent in the first quarter 
of 1952. It did much to restore confidence in 
sterling and to reverse the outflow of capital. 

In France in the first part of 1951, political cir- 
cumstances hampered the adoption of fiscal and 
monetary measures firm enough to check inflation, 
when military expenditures and a large investment 
program are taken into account. France has 
maintained elaborate quantitative restrictions on 
credit and the discount rate of the Bank of France, 
which had been reduced prior to the outbreak of 
hostilities in Korea, was raised in October 1951 to 
3 percent, and in November to 4 percent. The 
Government’s finance program, announced early 
in 1952, proposed to reduce some noninvestment 
expenditures and to link investment outlays more 
closely to the borrowings available from genuine 
savings. 

Inflationary developments in the raw-material 
producing countries have followed a slightly dif- 
ferent pattern. In some of them, e.g., Egypt, 
Venezuela, Costa Rica, and the Dominican Repub- 
lic, the growth of the money supply during the 9 
months ended March 30, 1951, was moderate. In 
most of them, however, the money supply in- 
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creased rapidly in response to the improvement in 
their foreign-exchange positions. This expansion 
was checked sharply after March 1951, when raw- 
material prices began to decline and import con- 
trols were liberalized. During the last 9 months 
of the year, the money supply actually declined in 
India, Ceylon, the Philippine Republic, and 
Uruguay. In most of the other raw-material pro- 
ducing countries, with the exception of a few such 
as Chile, the increase was quite moderate in com- 
parison with the earlier period. In Australia the 
growth in the money supply ceased after April 
1951. Australian imports, however, rose sharply 
during the last 9 months of 1951 and there was a 
large trade deficit which would have resulted in a 
contraction of the money supply if there had not 
been an increase of 18 percent in bank advances, 
the greater part of which was used to finance tem- 
porarily heavy stocks of imported goods. 

The spectacular increases in the money supply 
during the first phase of the reaction to the Korean 
war were not, however, entirely a consequence of 
external factors; in many raw-material producing 
countries there was also a speculative wave of de- 
mand fed by an expansion of bank credit. The 
boom in raw-material prices, indeed, made it pos- 
sible for many underdeveloped countries to raise 
extraordinary revenues through higher export 
duties which had been intended as an anti-infla- 
tionary measure, or by multiple currency practices. 
Countries such as Ceylon, India, and Indonesia 
were thus able to reduce their budget deficits, and 
some of them were for some time able to a greater 
extent than before to finance developmental] proj- 
ects from current revenue. But the decline in ex- 
port receipts during the latter part of 1951 has 
in some countries raised again the problem of 
financing capital expenditure by normal taxes and 
genuine savings. In order to maintain exports at 
satisfactory levels in the face of declining raw- 
material prices, export duties have been reduced 
and budget deficits of uncomfortable proportions 
have begun to reappear. 

The foreign-exchange reserves accumulated in 
tke first phase of the Korean war enabled many 
countries during the readjustment phase to coun- 
teract the inflationist impact of reemergent budget 
deficits by increasing imports. But this remedy 
against domestically generated inflationary pres- 
sures involved a deficit on current external account 
and could be applied for only a short time. It is 
now, however, coming to be more generally real- 
ized that financial stability is an essential element 
in schemes for rapid economic progress. The 
difficulties of a country with limited administra- 
tive resources in collecting taxes and utilizing 
domestic resources have sometimes been exagger- 
ated ; recent experience in some countries, such as 
the Philippine Republic, has shown that much 
can be achieved by improving tax collections. At 
the same time, if the development of these coun- 
tries is not to be unduly retarded, an expansion 
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of the flow of long-term international capital is 
required. This objective will not be attained 
without the active cooperation of both the coun- 
tries receiving capital and those supplying it. 
Despite set-backs in certain areas, there have 
been some indications in recent months of willing- 
ness to adopt policies to attract investments to 
men th Piel countries. 

In India the bank rate was increased in Novem- 
ber 1951 from 3 to 3.5 percent, and there was a 
a withdrawal of support for Government 

onds. At the same time domestic production had 
increased considerably during the year, while 
foreign demand for jute and cotton had slackened. 
Some stringency in the money market followed in 
the early months of 1952, which forced a general 
dishoarding of commodities, and there was a 
sharp fall in the wholesale price level in March 
1952. Since that time prices have recovered a 
little. Australia, which in 1951-52 budgeted for 
a substantial surplus, has a system of quantita- 
tive credit controls but interest rates have not been 
a major instrument of monetary policy. The strain 
of rapid development and the regulation of wages 
in accordance with movements of the cost of living 
meant a continuous rise in the cost of living in 
Australia during 1951, even after the prices of raw 
materials had begun to decline. 


Rearmament Expenditures 


During the first year of the Korean war, defense 
expenditures did not increase sharply except in the 
United States and, because of military operations 
in Indochina, in France. In the United States 
these expenditures were roughly 26 billion dollars 
in the fiscal year ended June 1951, and about 47 
billion dollars in the fiscal year ended June 1952, 
when they were covered largely by higher tax 
yields. For fiscal 1952-53 the expenditures are 
estimated at some 60-65 billion dollars and a siz- 
able deficit is expected. The intensification of the 
conflict in Indochina led to a substantial increase 
in military expenditures in France prior to the out- 
break of hostilities in Korea; a further increase 
in 1951 brought total military expenditures in that 
in money terms, to more than twice the 1949 

evel. 

In some countries, such as Yugoslavia and Tur- 
key, defense expenditures have been maintained 
at the high level that had been reached earlier. 
They have increased in the United Kingdom where, 
during the fiscal year 1952-53, they are expected 
to total approximately £1,500 million (against 
£750 million in 1949-50). Over the period 1949- 
51, defense expenditures have increased substan- 
tially in other European countries. This intensi- 
fication of rearmament efforts has not led so far to 
any serious imbalance in government budgets ex- 
cept in France, but defense expenditure is still 
expanding, and the stresses and strains of this 
expansion are widely felt. Some countries have 
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had to revise downward their immediate plans 
for rearmament expenditure, and the need for fur- 
ther U.S. military and economic assistance has 
been pressed more strongly than was envisaged a 
year ago. 


Anti-inflationary Measures 


As pointed out above, the instruments of mon- 
etary policy have been used more widely during 
the past year, particularly in the industrial coun- 
tries of Europe and North America, to cope with 
the resurgence of inflationary pressures; interest 
rates have been raised and quantitative and quali- 
tative controls over credit have been more exten- 
sively applied. Fiscal policy has also been adapted 
in some countries with a view to checking infla- 
tion. To some extent, direct controls, relaxed 
before June 1950, have been imposed. The move- 
ment toward direct controls is not widespread, 
however, and recent extensions have affected 
mainly raw;material allocations, foreign trade, 
and wages. 

Among the fiscal measures adopted in the last 
year, the reduction of subsidies on consumption 
in countries such as India, the Netherlands, and 
the United Kingdom is noteworthy. In order to 
avoid increases in the cost of living and in wages, 
subsidies have often been used to offset the effects 
of increased costs upon prices. Recently, how- 
ever, there has been a tendency to cut these subsi- 
dies substantially. The immediate anti-inflation- 
ary significance of these decisions has sometimes 
been small, because of counterbalancing tax con- 
cessions and the wage adjustments that might be 
made. Nevertheless, these changes, in addition to 
being significant as a move toward the restoration 
of an effective working price mechanism, serve to 
emphasize the basic need in all anti-inflationary 
efforts. Whether inflationary pressures are gen- 
erated by an effort to use more resources than are in 
fact available—in response, for example, to re- 
armament or development demands, or to changes 
in the terms of trade—the central problem is to 
persuade people to accept the inevitable cuts in 
real consumption and in investment for civilian 
production. This requires that money wages and 
money profits should not be increased in an effort 
to compensate for higher taxation or higher costs 
of materials and consumer goods. The realization 
of this objective demands high standards of public 
responsibility and willingness to accept a plan for 
distributing the sacrifices that are unavoidable. 


In addition, several countries have allowed long- 
term rates on government bonds to fluctuate more 
freely. Even where the policy of supporting gov- 
ernment bond markets has not been completely 
abandoned, there has been an orderly withdrawal 
of support, and the market yield on government 
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bonds in many countries has consequently 
increased. 


Interest rates on short-term government securi- 
ties have also generally been allowed to rise. The 
policy of higher interest rates has been supple- 
mented by quantitative and qualitative credit con- 
trols, which have themselves tended to raise the 
level of interest rates. 

The general effect of restrictive credit policies 
has been to curtail speculative investment, mainly 
in inventories, and to dissipate inflationary expec- 
tations. Once these objectives are achieved, it 
may be possible to relax credit restrictions to 
some extent. If unemployment should rise to a 
level regarded as unacceptable, some relaxation 
of credit might become inevitable. 

The tendency toward easing credit in order to 
meet the changing requirements of the situation 
is already evident in some countries. Early in 
April 1952, credit controls were lifted in the 
Netherlands and the reduction of bank rates in 
Belgium, Finland, and the Netherlands has al- 
ready been mentioned. In the United States and 
Canada some of the selective credit controls and 
informal credit restrictions imposed on commer- 
cial banks have also been relaxed or withdrawn 
in recent months. In some countries steps have 
been taken to prevent higher interest rates from 
unduly retarding housing construction. 

For a variety of reasons unemployment remains 
comparatively high in some countries of Western 
Europe such as Belgium, Denmark, Western Ger- 
many and Italy; in certain other countries, 
including the Netherlands and the United King- 
dom, it has increased in recent months from 
previous low levels. There has been no tendency 
toward greater unemployment in the United 
States, where average unemployment, as a per- 
centage of the total labor’ force, declined from 5 
percent in 1950 to 3 percent in 1951, and was 
smaller in the first quarter of 1952 than in the 
corresponding period of 1951 (3.2 percent against 
3.8 percent). To some extent, increases in unem- 
ployment have been due to the temporary resist- 
ance of consumers after a spate of buying, or to 
causes requiring some reallocation of productive 
resources. Thus, the recession in the clothing and 
textile industries of the United Kingdom, the 
Netherlands, and Western Germany is explained 
in part by the revival or building up of textile 
industries in other countries and the overstocking 
of earlier months. In some countries, the intensi- 
fication of import restrictions elsewhere has also 
been a cause of unemployment. The unemploy- 
ment trend in Western Europe needs to be se- 
riously watched, if only because it might weaken 
the resolve to reduce inflationary forces and might 
give a cumulative turn to the recent restrictive in- 
ternational trade measures. While certain types 
of chronic unemployment may require joint inter- 
national action, steps have already been taken in- 
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dependently in some countries to counteract the 
recent tendency toward unemployment. For ex- 
ample, an extension of public works is proposed 
in the Netherlands, and military orders are being 
more swiftly directed to the depressed industries 
in, for example, the United Kingdom and the 
Netherlands. The line of demarcation between 
inflation and deflation is necessarily a matter for 
delicate judgment. It has yet to be seen whether 
the unemployment that has appeared calls for 
anti-deflationary policies or whether it is the re- 
sult of the cessation of inflationary pressures and 
of the shifts in production which must accompany 
the attainment and maintenance of internal 
stability and external solvency. 


International Payments Prospects 


The readjustment of the payments disequilib- 
rium between the dollar and nondollar areas was 
being made easier in the early part of 1952 by the 
reentry of the United States into the market for 
certain key commodities and by the foreign financ- 
ing program of the U.S. Government. There 
were also some favorable developments that 
pointed to a more fundamental solution of the 
payments problem. The more general use of 
monetary and fiscal measures to keep effective 
demand within the limits of availabilities suggests 
a better understanding in many countries oF the 
real nature of the problem. 

With inflationary pressures still active in many 
countries, however, such balance-of-payments im- 

rovements as have been recorded recently have 

een achieved to a large extent at the cost of 
further trade and exchange restrictions and the 
additional distortion of trade that these restric- 
tions are likely to involve. By reducing the 
supply of goods, these restrictions indeed will 
strengthen the forces of inflation. As rearma- 
ment expenditures increase, the supply of goods 
on the home market may be pe: restricted. 
The effects of political developments upon the 
level and timing of rearmament expenditures in- 
ject into the situation a further element of 
uncertainty. Demands for wage increases may 
upset the precarious balance between demand and 
supply and thus generate fresh inflation. Fi- 
nally, there are still some important divergencies 
between prices in dollar and nondollar markets, 
which distort the normal course of international 
trade, impede the attainment of competitive 
prices, and threaten to complicate the present pat- 
tern of exchange rates. 


Summary and Conclusion 


It is a melancholy fact that 7 years after the end 
of the war the Fund has to report that interna- 
tional payments are still far from having attained 
a state of balance and that exchange difficulties 
and exchange restrictions are again, over large 
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parts of the trading world, the order of the day. 

In the years immediately after the war, dis- 
equilibrium in the world exchange markets was 
inevitable. The task confronting all countries at 
that time was primarily to restore and modernize 
production facilities after a long war which had 
caused great destruction, had altered prewar 
debtor-creditor relations, and had prevented 
normal capital investment. At the same time 
consumers were eager to replace their old, worn- 
out durable goods and purchase other consumers’ 
goods which for so many years had been in short 
supply. Without substantial balance-of-pay- 
ments deficits, many countries would have found 
it impossible to restore production rapidly and 
to make good consumption deficiencies. These 
deficits were partly covered by large-scale aid 
from abroad. 

During the past few years, however, the res- 
toration of production facilities has resulted in 
a volume of output—particularly of industrial 
ee the world substantiall 
higher than prewar levels. In spite of this, bal- 
ance-of-payments pressures have never been en- 
tirely absent in many countries and, though the 
pressures have on occasion been relieved by singu- 
larly favorable circumstances—such as very high 
export prices—exchange difficulties have never 
been far from the surface, and any adverse change 
in circumstances has threatened to cause them 
to emerge in the form of a fresh exchange crisis. 

It has been argued above that a basic reason 
for the persistence of these balance-of-payments 
problems so long after the restoration of produc- 
tion is that certain countries—and they constitute 
a large part of the world—have followed policies 
aimed at achieving higher levels of consumption 
and investment than could be covered out of the 
real resources available. The result has been a 
situation of inflationary pressure throughout the 
world that in certain countries has been aggra- 
vated by the emergence of a new important 
claimant on resources in the form of rearmament. 
The inflationary pressure has not been uniform; 
some countries have taken more effective and 
timely anti-inflationary action than others; some 
have disposed of much greater reserves of pro- 
ductive capacity than others and so have been able 
to satisfy out of their own resources the growing 
demands of consumption, investment, and gov- 
ernment, including rearmament expenditures. 
Inflationary pressures have tended to spill across 
the frontiers. They have created excessive de- 
mands for imports and reduced the quantities of 

oods peailitile for export to parts of the world 
ess subject to inflationary strains. 

In this situation the use of exchange restrictions 
and quantitative import controls, frequently of a 
discriminatory nature, has seemed inevitable to 
many countries; and during the past year there 
has been a tendency to extend and intensify these 
restrictions and controls. Even where the long- 
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term consequences of the measures adopted were 
clearly understood, the need for immediate action 
to deal with a critical situation has made it diffi- 
cult to give adequate attention to them. In con- 
sequence, the treatment of exchange problems has 
frequently been symptomatic rather than radical: 
it has been aimed at the outward manifestations 
of balance-of-payments pressure rather than at 
its causes. 

Restrictions and prohibitions and discrimina- 
tions inevitably exert a strong influence on the 
structure of production and on the allocation of 
resources. The direction which they give to pro- 
duction and to the allocation of resources is not 
always determined by considerations which might 
be relevant in a system of rational “planning”: it 
is often accidental, dependent as it is on the selec- 
tion of goods as proper objects of import restric- 
tions and discrimination. Goods considered by 
the authorities to be relatively less essential tend 
to be a favored object of import restrictions. In 
countries dealing with their balances-of-payments 
problems in this way, an incentive is thus given to 
the production of goods of this kind. At thé same 
time, there is no adequate incentive to increase, 
or even maintain, the production of certain basic 
foodstuffs and raw materials, the shortages of 
which are an important factor perpetuating inter- 
national Sede Attempts to meet pay- 
ments problems by relying on the shelter of im- 
port restrictions or on the assistance afforded by 
other countries’ import discriminations are likely, 
over a period of time, to lead to a more wasteful 
and inefficient allocation of resources and make 
the countries relying on these methods less, rather 
than more, capable of dealing effectively with their 
international payments problems. 

The undesirable long-run consequences of ex- 
change and import restrictions are often well 
known to the authorities of the countries applying 
them. Their continued use reflects in part the 
great difficulties that are felt to lie in the way of 
eliminating the basic inflationary causes of bal- 
ance-of-payments deficits. Attempts to deal with 
inflation encounter resistance on the part of those 
who fear that such attempts must result in a spiral 
of deflation with all its evil consequences in the 
form of unemployment and loss of production. 
No one, however, would wish to initiate a spiral 
of deflation, and it cannot be assumed that a well- 
considered ak gfe for controlling inflation will 
necessarily have this effect. 

The countries which, through their member- 
ship in the Fund, have subscribed to the objectives 
of expansion and balanced growth of interna- 
tional trade and currency convertibility have other 
economic objectives as well, such as a high level 
of employment, economic development or eco- 
nomic stability, high or minimum standards of 
living. In the short run, for particular countries 
there may be difficulty in reconciling the claims of 
all these objectives. In such circumstances it is 
the function of the Fund to provide a forum for 
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discussion. The judgment is embodied in the 
Fund agreement that the balanced growth of in- 
ternational trade, with the highest degree of mul- 
tilateralism, currency convertibility, and cur- 
rency stability, will itself be of major assist- 
ance in helping countries to attain their 
other basic economic objectives. It is the duty 
of the Fund constantly to remind countries 
of the weakening effects on the world economic 
structure of the mere symptomatic treatment of 
exchange difficulties and to urge them to give 
careful consideration to the question whether the 
policies they adopt set up incentives that lead, 
over a period of time, in the direction of interna- 
tional balance or in the opposite direction. 

In the last resort, the maintenance of monetary 
stability depends upon the policies adopted by the 
domestic monetary authorities. In relation to 
every sector of economic policy, it is indeed the 
duty of all countries to recognize their mutual 
responsibility for each other’s welfare, and for 
many purposes it is important to distinguish be- 
tween inflation imposed by external forces and 
inflation that has been generated domestically. 
The distinction can, however, easily be pushed too 
far if it encourages the belief that the external 
causes of inflation are always predominant, that 
individual governments are therefore helpless to 
deal with an inflationary situation, and everything 
must wait for decisions to be taken by other more 
powerful governments abroad. Even when exter- 
nal conditions are most unfavorable, there is much 
that can be achieved by domestic measures. 

The task of restoring a balanced system of in- 
ternational settlements that will function without 
periodic breakdowns is indeed formidable, even 
under the most favorable circumstances. To urge 
that, with this objective in view, more serious at- 
tention must be paid to the importance of mone- 
tary and fiscal policy in no way detracts from the 
overriding importance of maintaining and raising 
the level of world output. The fruits of postwar 
investment are now becoming available in increas- 
ing volume, but the world is still confronted with 
urgent production problems. There have been 
profound shifts of economic power as between dif- 
ferent countries since before the war. New prod- 
ucts have emerged and new demands developed. 
The old multilateral patterns of international set- 
tlement have been disturbed and new, more stable 
patterns have not yet replaced the old. Inter- 
national-payments equilibrium would be brought 
much nearer if, for example, the output of raw 
materials such as coal and of foodstuffs such as 
wheat could be expanded on an economic basis so 
that the need for dollar imports of these commodi- 
ties would be reduced. The protective stimulus 
that restrictions give to the production of less 
essential goods and services has indeed been one 
of the factors that has caused the production of 
basic foodstuffs to lag behind the world’s require- 
ments. 
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This situation is one that calls for the most 
efficient possible allocation of resources on the part 
of all countries for a very high degree of competi- 
tive strength and for the maximum degree of flex- 
ibility in national economies in making the inevi- 
table adjustments to changing circumstances, such, 
for example, as the reviving productive capacity 
of Germany and Japan. In making these adjust- 
ments each country should have regard for its 
trading position with all others as well, of course, 
as for its competitive position at home, and it 
should not allow an excessive preoccupation with 
any single market to deflect it from seeking to make 
its adjustments on the widest possible basis. 

The efficient allocation of the world’s resources 
also requires that continuous attention should be 
given to the problems of economic development. 
Wisely planned development will strengthen the 
balance of payments of countries whose natural 
resources have hitherto been neglected. The use 
of inflationary means of finance to promote de- 
velopment, however, often creates balance-of- 
payments difficulties, and even the development 
that it produces sometimes turns out to be disap- 
pointing. The underdeveloped countries need 
themselves to undertake measures that would as- 
sure for development some flow of resources from 
their own savings. No comprehensive program 
of development is possible, however, unless there 


is a larger flow of foreign capital to the under- 
developed countries than has been the practice in 
recent years. 

If, in this Report, great stress has been laid on 
the maintenance of internal monetary stability, 
it is because, in the judgment of the Fund, the 
balance-of-payments difficulties of the past couple 
of years have been due mainly to the attempt of 
many countries to do more by way of consump- 
tion, investment, and government expenditure 
than could be managed with the resources avail- 
able to them. But it is obvious that the task of 
reestablishing a healthy pattern of international 
payments must be undertaken as much by the 
countries that achieve persistent surpluses in their 
balance of international payments as by the defi- 
cit countries. Obstacles placed by the surplus 
countries on imports, whether in the form of in- 
creased tariffs, import quotas and prohibitions, 
customs administration, or in any other way, may 
frustrate even the most strenuous efforts of the 
deficit countries to achieve international balance 
without resorting to restrictions. For this reason, 
the Fund expresses its earnest conviction that all 
countries in a strong balance-of-payments posi- 
tion should take all practicable means of reducin 
barriers to international trade as their most ef- 
fective contribution to the restoration of a bal- 
anced world economy. 


U. S. Signs New Trade Agreement With Venezuela 


DEPARTMENT’S ANNOUNCEMENT 


Press release 681 dated August 29 


The Governments of the United States of Amer- 
ica and of the United States of Venezuela signed 
a trade agreement at Caracas on August 28, 1952, 
which supplements and amends the trade agree- 
ment of 1939 between the two countries. 

The agreement will enter into effect 30 days 
after exchange of a proclamation by the President 
of the United States and an instrument of rati- 
fication by the Government of the United States 
of Venezuela. This exchange will take place as 
soon as these documents can be prepared. 

The new agreement provides for additional 
tariff concessions by both countries. Some Ven- 
ezuelan concessions in the 1939 agreement are 
modified or withdrawn as a result of the new 
agreement, but new concessions, together with 
the 1939 concessions remaining unchanged, cover 
a wide range of U.S. agricultural and industrial 
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products. The Venezuelans also agree to extend 
more favorable customs treatment to products of 
the Virgin Islands. Under the revised agree- 
ment, the trade coverage of Venezuelan conces- 
sions is almost double that of the 1939 agreement. 
The United States grants new concessions on 
petroleum and iron products. 

The Trade Agreements Extension Act of 1951 
provides for a peril-point finding by the U.S. 
Tariff Commission with regard to every product 
on which a concession by the United States is con- 
templated. Under the law, a peril point is de- 
fined as the level of customs treatment below which 
serious injury may be caused or threatened to the 
domestic industry producing the product. If the 
President grants a concession going below the 
peril point, he reports such fact to Congress and 
explains his reason for the action. 

In the case of crude petroleum, topped crude, 
and fuel oil, three members of the Tariff Commis- 
sion found that a rate of 1014 cents would not 
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cause or threaten serious injury; the other three 
Commissioners found that the present customs 
treatment (quota arrangement) represented the 
peril point. Although there is some legal ques- 
tion as to whether a peril-point finding was actu- 
ally made in the case of these products, the 
President, in the desire to inform the Congress, is 
sending a message to Congress! explaining the 
concession on these petroleum products. In sum- 
mary, the President points out: (1) most of the 
domestic production of crude petroleum is of 
specific gravity of 25 degrees API or higher; (2) 
most of our imports are of higher than 25 degrees 
gravity; (3) the lower rate of 514 cents will apply 
primarily to imports of residual fuel oil, which is 
utilized mainly by power plants and energy-using 
manufacturing industries on the east coast. Many 
of these plants can also use coal. At present, be- 
cause coal is cheaper and more available, such 
plants are using coal, and the change in the import 
tax is not expected to change this situation. 


MESSAGE OF THE PRESIDENT 
TO THE CONGRESS 


White House press release dated August 29 


On August 28, 1952, the United States signed 
an agreement with Venezuela which amends and 
supplements the Trade Agreement of 1939 be- 
tween the two countries. In view of a special 
situation which arose in connection with this 
agreement, I am submitting the following state- 
ment to the Congress: 

Subsection (a) of Section 3 of the Trade Agree- 
ments Extension Act of 1951 provides that before 
entering into negotiations for a trade agreement 
the President shall submit to the Tariff Commis- 
sion a list of the articles to be considered for spe- 
cific concessions and that upon receipt of such fist 
“ ... the Commission shall make an investiga- 
tion and report to the President the findings of 
the Commission with respect to each such article 
as to (1) the limit to which such modification, 
imposition, or continuance may be extended in 
order to carry out the purpose of such section 350 
without causing or threatening serious injury to 
the domestic industry producing like or directly 
competitive articles; and (2) if increases in duties 
or additional import restrictions are required to 
avoid serious injury to the domestic industry pro- 
ducing like or directly competitive articles the 
minimum increases in duties or additional import 
restrictions required. Such report shall be made 
by the Commission to the President not later than 
120 days after the receipt of such list by the Com- 
mission. No such foreign trade agreement shall 
be entered into until the Commission has made 
its report to the President or until the expiration 


1 Infra. 
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of the 120-day period.” The findings of the 
Tariff Commission under this subsection are pop- 
ularly known as the “peril point” findings. 

Under subsection (a) of Section 4, in case the 
President enters into a trade agreement which ex- 
ceeds the so-called “peril point” findings of the 
Tariff Commission he shall within the 30 days 
“transmit to Congress a copy of such agreement 
together with a message accurately identifying 
the article with respect to which such limits or 
minimum requirements are not complied with, 
and stating his reasons for the action taken with 
respect to such article. If either the Senate or 
the House of Representatives, or both, are not in 
session at the time of such transmission, such 
agreement and message shall be filed with the Sec- 
retary of the Senate or the Clerk of the House of 
Representatives, or both, as the case may be.” 

Subsection (b) of Section 4 requires the Tariff 
Commission promptly after the President has 
transmitted such foreign trade agreement to Con- 
gress to “deposit with the Committee on Ways 
and Means of the House of PF nag merry and 
the Committee on Finance of the Senate, a copy 
of the portions of its report to the President deal- 
ing with the articles with respect to which such 
limits or minimum requirements are not complied 
with.” 

In preparation for the negotiations with the 
Government of Venezuela looking towards an 
agreement supplementary to the existing recipro- 
cal trade agreement with that country of Novem- 
ber 6, 1939, I submitted to the Tariff Commission 
a list of articles to be considered for specific con- 
cessions by the United States. In accordance 
with Section 3 of the Trade Agreements Exten- 
sion Act of 1951, hereinabove set forth, the Tariff 
Commission reported to me on December 27, 1951, 
its findings with respect to each such article as to 
the limit below which concessions could not be 

ranted without causing or threatening serious in- 
jury to the domestic industry producing like or 
directly competitive products. For a certain 
group of petroleum products? three of the Com- 
missioners found that the peril point was the ex- 
isting tariff quota arrangement (1014¢ per barrel 
or 14¢ per gallon on a quantity equal to 5 percent 
of the total quantity of crude petroleum processed 
in refineries in continental United States during 
the preceding calendar year and 21 cents per bar- 
rel, or 14 cents per gallon in excess of this quan- 
tity). The other three Commissioners found that 
a rate of 1014 cents per barrel on all imports would 
constitute the peril point. 

Although there are a number of legal issues in- 
volved on the question of whether there is or is not 


any peril point found within the requirements of 


? Crude petroleum, topped crude petroleum, and fuel oil 
derived from petroleum (including fuel oil known as gas 
oil) —Paragraph 1733 Tariff Act of 1980 and Section 3422, 
Internal Revenue Code. 
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section 3 of the statute by reason of the evenly- 
divided Commission, I nevertheless desire to in- 
form the Congress of the action I have taken with 
respect to these petroleum products in the agree- 
ment. 

The text of the supplementary trade agreement 
which I have concluded with the Government of 
Venezuela is attached. This agreement contains 
the following concession on Paragraph 1733 of the 
Tariff Act of 1930 and Section 3422 of the Internal 
Revenue Code: 


Tariff Act 
of 1930 
Paragraph Description of Article Rate of Duty 
1733 Petroleum, crude, fuel, or Free. 
refined and all distillates 
obtained from petroleum, 
including kerosene benzine, 
naphtha, gasoline, paraffin, 
and paraffin oil, not spe- 
cially provided for (except 
petroleum jelly or pcetro- 
latum,and except mineral 
oii of medicinal grade). 


Internal 
Revenue 
Code Rate of 
Section Description of Article Import Taz 
3422 Crude petroleum, topped 
crude petroleum, and fuel 
oil derived from petroleum 
(including fuel oil known 
as gas oil): 
esting under 25 de- %¢per gal. 
grees A. P. I. 


Testing 25 degrees %¢per gal. 
A. P. I. or more. 


Thus, when the agreement enters into force, a rate 
of 514¢ per barrel will apply to imports into the 
United States of crude petroleum, topped crude 
petroleum and fuel oil derived from petroleum 
(including fuel oil known as gas oil) which is 
testing under 25 degrees A. P. I. (American Pe- 
troleum Institute Rating) ; the rate on these same 
mee testing 25 degrees A. P. I. or more will 
1014¢ per barrel. 

The supplementary agreement with Venezuela 
will provide for increased trade between the two 
countries. It will contribute to the security of 
both countries and will stimulate the development 
of proven oil reserves in the Western hemisphere. 

i compared to the 1939 agreement, Venezuela 
grants new or improved concessions on $154 mil- 
lion of imports from the United States in 1950; on 
$12 million of imports they are withdrawing the 
1939 concessions; and on $6 million of imports the 
new agreement provides for higher Venezuelan 
rates than in the 1939 agreement. The trade cov- 
erage of the 1939 agreement as supplemented by 
the new agreement is $240 million or about 60 
percent of total United States exports to Vene- 
zuela. Under the 1939 agreement, only 35 percent 
of our exports were covered. Among the impor- 


* Not printed here. 
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tant items receiving new or improved duty con- 
cessions are apples, pears, certain dried vegetables, 
rolled oats, wheat flour, barley malt, baby and 
dietetic foods, wrapping paper, laboratory and 
refractory glass products, galvanized iron sheets, 
enameled iron and steel manufactures, builders’ 
hardware, table flatware, unassembled trucks and 
passenger cars, motorcycles, aircraft and parts, 
trailers, radio and television receivers includin 
parts, phonographs including combinations rm 
parts, phonograph records, automatic refrigera- 
tors, scientific apparatus, hand tools, photographic 
products, office machinery, electric motors, pumps, 
numerous _ of industrial machinery and ap- 
paratus and parts, generators and transformers. 
Among the products on which new bindings of 
duty-free treatment were granted by Venezuela are 
road building, textile and printing machinery, 
stoves, heaters and ovens, and parts for agricul- 
tural machinery. The agreement, as_ revised, 
covers 179 Venezuelan tariff items as compared 
with 88 in the 1939 agreement. It includes prod- 
ucts of interest to practically every important 
group of United States exporters. Concessions by 

enezuela have particular significance since that 
country has no balance of payment difficulties in 
purchasing from the dollar area. 

In 1950 United States imports from Venezuela 
of crude petroleum and residual fuel oil amounted 
to $288 million or about 90 percent of our total 
imports from Venezuela. It is estimated that the 
1950 value of trade on which the United States 
granted improved customs treatment is about $175 
million, of which practically all was crude petro- 
leum and residual fuel oil. New concessions of 
potential value to Venezuela consisted of the bind- 
ing of existing duty-free entry for iron ore, de- 
posits of which are now being developed. 

The new ent also amends and supple- 
ments some of the general provisions of the 1939 
agreement. The principal changes are a substan- 
tial strengthening of the ome provisions so as to 
safeguard more adequately the value of the re- 
es poe tariff concessions, an additional recipro- 
cal undertaking with regard to customs formali- 
ties, and the inclusion of the standard escape 
clause in event serious injury should be caused or 
threatened to domestic industry as a result of the 
agreement. 

With regard to the concession on crude petro- 
leum, topped crude and fuel oil derived from 
petroleum, it would have been possible under the 
authority of the Trade Agreements Act to reduce 
the excise tax provided for in Section 3422 of the 
Internal Revenue Code to 514¢ per barrel. The 
majority of the ee ninety of private business 
urged during the hearings held both by the Tariff 
Commission and by the Committee for Reciprocity 
Information that such a concession be made to 
Venezuela. I have agreed to a concession of 514¢ 
per barrel on imports of some of these kinds of 
petroleum products, namely, those which test 
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under 25 degrees A. P. I. A rate of 1014¢ per 
barrel, a treatment which was in effect from 1943 
through 1950 under the Mexican Trade Agree- 
ment, is a for under the new agreement 
for petroleum products testing 25 degrees or more 
A. P. I., which constitute the greater part of 
United States imports of crude oil. Experience 
during 1943-50 indicates that imports at 1014¢ 
will undoubtedly prove no deterrent to drilling 
and development programs now under way in the 
United States. 

Most of the crude oil produced in the United 
States has a specific gravity of 25 degrees A. P. I. 
or higher. The national average is about 35 de- 
grees A. P.I. For example, less than one percent 
of the crude oil produced in West Texas is below 
25 degrees A. P.I. Most of the heavier crude oils 
in the United States are produced in the Rocky 
Mountain area, in California, and in some of the 
Gulf Coast area. 

About one-third of the Venezuelan crude oil 
production has a gravity of less than 25 degrees 
A. P. I. Nearly all of the low-gravity oil is 
— to the refineries on the islands of Aruba 
and Curacao. 

Only the asphalt crudes, some of the topped 
crude, and the residual fuel oil will pay the lower 
excise tax. Generally, imports of these heavier 
crude oils sell in markets different from those in 
which domestic low-gravity oils sell. Further- 
more, the lower gravity oils have a lower value 
in the market than the higher gravity petroleum 
products. It is believed appropriate, therefore, 
that these commodities of less worth should be 
dutiable at a lower specific rate and that the more 
valuable oils should pay a higher rate. 

The imported oils which would pay the lower 
tax are among those which are in relatively short 
supply in the United States and generally 
throughout the world. It is not expected that the 
lower tax applicable to such oils will cause an 
undue increase in imports above the quantity 
which otherwise might be imported. It would 
appear, accordingly, that the lower tax on residual 
fuel oil would not serve to disturb the relationship 
which now exists in the United States between 
this fuel and other sources of heat and energy. 

One major use of residual fuel oil is for ship 
bunkering; oil for this purpose traditionally has 
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been imported free into the United States. The 
residual fuel oil subject to import tax is utilized 
mainly in gas and electric power plants, in 
smelters, mines, and manufacturing industries, 
and, to a lesser degree, as heating oil in industrial 
plants. Most of these users are located along the 
east coast. 

For the most part, these fuel-burning installa- 
tions, particularly the power plants, are con- 
vertible, using either coal or residual fuel oil 
depending upon which is cheaper at a given time. 
In recent years coal has been cheaper. Coal is 
also more available, because residual fuel oil is in 
tight world supply, and because the percentage 
of residual fuel oil to total output of United States 
refineries is constantly decreasing as emphasis 
shifts to distilling larger amounts of the higher 
and more valuable fractions, such as gasoline. 
Therefore, the percentage of convertible plants 
using coal has increased steadily since 1949, until 
now most of the east coast power plants are using 
coal rather than residual fuel oil. The reduction 
in excise tax on residual fuel oil in the present 
agreement is not expected to be sufficient to change 
this long-term trend. In reviewing this situation 
in its peril point findings, the various Tariff Com- 
mission members, too, concluded that it offered 
no valid deterrent to a reduction in the import tax 
on petroleum. 

The conclusion of the supplementary trade 
agreement is recognition by both the United States 
and Venezuela of a common interest in the ex- 
pansion of trade. Venezuela is one of the largest 
markets for a wide range of United States export 
products. The United States provides an im- 
portant and established market for Venezuelan 
oil, this representing, in turn, an essential supple- 
ment to domestic United States production. The 
United States will also provide a market for other 
Venezuelan natural resources, such as iron ore, 
which are needed in this country. The agreement, 
therefore, will be of economic benefit to both 
countries. It is, moreover, of vital security im- 
portance in view of the strategic nature of some 
of the products included within its terms. 


Harry S. TRuMAN 


Tue Wuite Hovss, 
August 29, 1952 
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U.S., U.K., and France Propose Conference on Austrian Treaty 


Press release 701 dated September 5 


The United States on September 5 again demon- 
strated its eagerness to fulfill the promise of the 
Moscow Declaration of November 1, 1943, to re- 
store to Austria her full freedom and independ- 
ence. The latest proposal was made in a note 
delivered to the Soviet Ministry of Foreign Af- 
fairs by the American Embassy at Moscow. Simi- 
lar notes were delivered by the British and French 
Embassies. 

After 258 fruitless meetings on a 59-article draft 
treaty (the Soviet Deputy did not appear at what 
would have been the 259th session called for Lon- 
don in January of this year), the Western Powers 
proposed on March 13 a simple 8-article instru- 
ment to terminate the prolonged occupation of 
Austria. 

The Soviet Union replied to this proposal after 
5 months and two reminders. In their reply? they 
objected to the new proposal saying that it failed 
to include certain points which they deemed essen- 
tial to “the reestablishment of a free, independent 
and democratic Austria.” 

In their latest notes the Western Powers an- 
nounce their acceptance of the Soviet suggestions 
by adding four previously agreed articles to the 
proposal of March 13 and invite the USS.R. to 
a Deputies meeting in London September 29 to 
initial the short-form instrument as amended to 
meet the Soviet objections. 


TEXT OF U.S. NOTE OF SEPTEMBER 5 


The Government of the United States is pleased 
to receive the reply of the Soviet Government to 
its note of March 13, 1952 proposing to the Soviet 
Government a simple instrument which will give 
Austria full independence. 

The Soviet Government’s recent reply suggests 
the withdrawal of the proposal made on March 
13, 1952. This suggestion is based on four ~—. 
tions, namely, that it fails to provide for free 


? BULLETIN of Mar. 24, 1952, p. 448. 
* Ibid., Sept. 1, 1952, p. 321. 
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elections as specified in Article 8 of the long draft 
of the State Treaty, that it fails to guarantee 
human rights and basic freedoms as specified in 
Article 7 of the long draft, that it fails to elimi- 
nate Nazism as specified in Article 9 of the long 
draft, and that it fails to provide for Austrian 
Armed Forces. 

With reference to the first three of these points, 
it is the view of the Government of the United 
States that none of these provisions specified in 
the note of the Soviet Government are required 
in a simple instrument designed to terminate the 
prolonged occupation and to re-establish the inde- 
yendence of Austria. These points are all covered 
in the Austrian Constitution or in Austrian legis- 
lation now in force. Nonetheless, appreciating the 
careful consideration given by the U.S.S.R during 
these past five months to the proposal of March 
13, 1952, and anxious, as it has been since the 
Moscow Declaration of 1943, to restore to Austria 
full independence, the Government of the United 
States therefore proposes that there be added to 
its proposal of March 13, 1952 articles 7, 8, and 
9 of the long draft as previously agreed upon by 
the four powers. 

With reference to the Soviet Government’s ob- 
jections to the o- of March 13, 1952 in that 
it passes over the right of Austria to have its own 
national armed forces necessary for the defense 
of the country, the Government of the United 
States considers that the right to maintain armed 
forces belongs inherently to a free and independent 
nation and should not have to be specifically 
granted to a nation never considered to have been 
anenemy. The Soviet Government, however, im- 
plies by its reference to the long draft of the State 
Treaty that it wishes to place limitations upon 
Austria’s right to have national armed forces for 
its self-defense. While seeing no necessity thus to 
limit Austrian sovereign rights, the United States 
Government, in order to reach early agreement and 
to terminate the occupation, would accept, al- 
though reluctantly, the addition of Article 17 of 
the long draft to its proposal of March 13, 1952. 

The Recent of the United States therefore 
believes that the way is now clear for the conclusion 
of an Austrian settlement as it is prepared to 
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accept the Soviet suggestions regarding the only 
points of objection to the proposal of March 13, 
1952. The Government of the United States is 
accordingly prepared for a meeting of the Dep- 
uties with the object of initialling the proposal 
of March 13, 1952, amended as above in accord- 
ance with the suggestions outlined in the Soviet 
Government’s note. Since the United States Dep- 
uty will be in the chair at the forthcoming 
meeting, he has requested the Secretary General 
to issue invitations for a meeting of the four 
Deputies in London on September 29, 1952. 


ADDITIONAL ARTICLES FOR AUSTRIAN TREATY 


Following is the complete text of articles 7, 8, 
9, and 17 of the old draft treaty with Austria 
which the United States, United Kingdom, and 
France have agreed to add to their short-form 
treaty proposal of March 13: 


ARTICLE 7 
Human Rights 


1. Austria shall take all measures necessary to secure 
to all persons under Austrian jurisdiction, without dis- 
tinction as to race, sex, language or religion, the enjoyment 
of human rights and of the fundamental freedoms, in- 
cluding freedom of expression, of press and publication, 
of religious worship, of political opinion and of public 
meeting. 

2. Austria further undertakes that the laws in force 
in Austria shall not, either in their content or in their 
application, discriminate or entail any discrimination 
between persons of Austrian nationality on the ground 
of their race, sex, language or religion, whether in ref- 
erence to their persons, property, business, professional 
or financial interests, status, political or civil rights or 
any other matter. 


ARTICLE 8 
Democratic Institutions 


Austria shall have a democratic government based on 
elections by secret ballot and shall guarantee to all citi- 
zens free, equal and universal suffrage and the right to 
be elected to public office without discrimination as to 
race, sex, language, religion or political opinion. 


ARTICLE 9 
Disso‘ution of Nazi Organizations 


- Austria shall complete the measures, already begun by 
the enactment of appropriate legislation approved by the 
Allied Commission for Austria, to destroy the National 
Socialist Party and its affiliated and supervised organ- 
izations, including political, military and para-military 
organ'zations, on Austrian territory. Austria shall also 
continue the efforts to eliminate from Austrian political, 
economic and cultural life all traces of Nazism, to ensure 
that the above-mentioned organizations are not revived 
in any form, and to prevent all Nazi and militarist ac- 
tivity and propaganda in Austria. 


ARTICLE 17 
Limitation of Austrian Armed Forces 


1. The maintenance of land and air armaments and 
fortifications shall be closely restricted to meeting tasks 
of an internal character and local defense of frontiers. 
In accordance with the foregoing Austria is authorized 
to have armed forces consisting of not more than: 
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(a) A land army, including frontier guards, anti-air- 
craft troops, gendarmerie and river gendarmerie with 
a total strength of 53,000; 

(b) An air force of 90 aircraft including reserves, of 
which not more than 70 may be combat types of aircraft, 
with a total personnel strength of 5,000. Austria shall 
not possess aircraft designed primarily as bombers with 
internal bomb carrying facilities; 

(c) These strengths shall in each case include combat, 
service and overhead personnel. 


2. Austria undertakes not to reestablish any military 
installations or fortifications which were destroyed in 
accordance with the instructions of the Allied Commission 
for Austria. 

3. The number and size of aerodromes should corre- 
spond strictly to the tasks of the Austrian air force and 
to the requirements of civil aviation in Austria. 


Death of Count Sforza 
Statement by Secretary Acheson 


Press release 697 dated September 4 


It is with deep regret that I learn of the death 
of Count Carlo Sforza, a great statesman and a 
distinguished scholar, who served not only his 
country but Europe and the world in his long 
career as a diplomat and Minister for Foreign 
Affairs and who staunchly supported throughout 
his lifetime the principles of freedom and justice 
for which he worked untiringly. The last years 
of his life saw him working with unflagging en- 
ergy for the good of his country and for the 
unification of the free peoples of Europe. He will 
be sorely missed by all who have had the privilege 
of working with him as I have, as well as by those 
everywhere who believe in the principles for which 
he fought. 


Clarification of Joint U.S.-U.K. 
Message to Iran 


Press Conference Statement by Secretary Acheson 


Press release 690 dated September 3 


The joint message and proposals from President 
Truman and Prime Minister Churchill to Prime 
Minister Mossadegh on the oil situation ? were, we 
believe, fair and reasonable and had no strings 
attached. It may be useful to clarify certain 
points which have been raised in the press. 

There has been question raised regarding Brit- 
ish recognition of the nationalization of the oil 
industry in Iran. The joint United States- 
United Kingdom proposals to Mr. Mossadegh ac- 
cept the nationalization of the oil industry in Iran 
as a fact and propose a forum for the determina- 
tion of compensation. 

Another question concerns the part which the 
Anglo-Iranian Oil Company (Aroc) is to play in 
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making arrangements for the flow of Iranian oil 
to world markets. In this connection I refer to 
the Nine-Point law implementing the national- 
ization of the Iranian oil industry. Article 7 of 
this law provides that purchasers of Iranian oil 
products during the 2 years immediately preced- 
ing the nationalization of the oil industry shall 
receive certain priority rights of purchase. The 
Atoc, as the principal former customer, would 
seem, therefore, to be the logical entity to open 
such negotiations with the Iranians. The joint 
message does not propose that the Azoc should 
be the sole purchaser of Iranian oil. 

It is recognized that there must be a fair settle- 
ment of the claims and counterclaims arising from 
the nationalization of the oil industry in Iran. 
The Iranian Nine-Point Nationalization law ac- 
cepts this principle in article 2 which takes cog- 
nizance of the fact that funds should be set aside 
“to secure” such claims. 

What we are proposing is that the International 
Court of Justice, as an impartial body, be asked 
to consider all claims of both parties. We believe 
that this proposal should be acceptable to the 
Iranians, especially in view of the recent decision 
of the International Court of Justice * which was 
favorable to Iran. 

There has been some question regarding the 
U.S. offer of a grant of 10 million dollars. I 
would like to point out that the purpose of this 
grant would be to provide Iran with funds for a 
short term to assist that nation financially until 
flow of Iranian oil to world markets could be 
resumed. The availability of oil revenue should 
not be long delayed in view of the proposal for 
the early sale of the oil already stored in Iran. 
The figure of 10 million dollars was based on such 
information as we had of current Iranian budg- 
etary deficits. 

I sincerely believe that the proposals meet the 
outstanding issues in the oil dispute and deserve 
careful consideration as a basis for negotiations 
to end the unhappy dispute between two good 
friends of the United States. 


Developments in Egypt 


Press Conference Statement by Secretary Acheson 
Press release 688 dated September 3 


There have been some encouraging develop- 
ments in Egypt since we last met together, includ- 
ing the reform program announced by the 
Egyptian Government. We are following events 
with much interest and we wish Prime Minister 
Ali Maher and his civilian and military colleagues 
every success in their efforts to solve the internal 
problems of their country. 


* U.N. doc. 8/2746. 
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Relations between the United States and Egypt 
remain most friendly and cooperative. I am hope- 
ful that in the interest of our two countries these 
relations, as well as those between Egypt and all 
the nations of the free world, will be increased 
and strengthened. We look forward to an era in 
which new areas of cooperation and mutual bene- 
fit can be brought into being. 


The Mecca Airlift 


Press Conference Statement by Secretary Acheson 


Press release 689 dated September 3 


The successful and speedy action in setting into 
motion the airlift which permitted pilgrims to 
reach Mecca who might otherwise not have been 
able to do so was, in large measure, due to the 
close cooperation and coordination between the 
Departments of State and Air Force. 

This is illustrated by the events which led up to 
the airlift. On August 21, Harold B. Minor, U.S. 
Minister to Lebanon, was approached by the Leba- 
nese Government. Mr. Minor immediately sent 
in a strong recommendation that the United States 
do the “impossible” by assisting in the problem of 
getting worshippers to Mecca in time for the 
annual pilgrimage. 

On receipt of the night-action priority cable 
from Mr. Minor, the Department answered with a 
night-action priority cable requesting specific in- 
formation regarding numbers of pilgrims, finan- 
cial problems involved, and mechanical details, 
such as landing rights, security clearances, health 
certificates, visas, etc. On receipt of answers to 
these questions, the following afternoon, Assist- 
ant Secretary Byroade* telephoned Secretary of 
the Air Force Finletter, and arrangements for the 
airlift were set in motion. By 5:45 p. m. on 
August 22, Mars [Military Air Transport Serv- 
ice] had been instructed to provide available 
transportation from Andrews Field at Tripoli in 
Libya. 

Successful implementation of the Mecca Airlift 
required the closest cooperation between Brig. Gen. 
Wentworth Goss of the Air Force, who directed 
operation “Pilgrim,” and Minister Minor and their 
staffs. 

Mr. Bruce,? with my hearty endorsement, has 
congratulated the Embassy at Beirut for its out- 
standing work and has sent a letter of commenda- 
tion for the work of the Air Force to Secretary 
Lovett. 


‘Henry A. Byroade, Assistant Secretary for Near East- 
ern, South Asian and African Affairs. 
? David Bruce, Under Secretary. 
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Commission on Immigration and Naturalization Established 


STATEMENT BY THE PRESIDENT 


White House press release dated September 4 


I have today established a special Commission on 
Immigration and Naturalization to study and 
evaluate the immigration and naturalization 
policies of the United States. 

Our immigration and naturalization policies 
are of major importance to our own security and to 
the defense of the free world. Immediately after 
the war ended, we recognized the plight of the 
displaced persons; we acted to cooperate with 
other nations and to admit a share of these victims 
of war and tyranny into our own country. The 
displaced-persons program has now been success- 
fully conslenlds but the free world faces equally 
grave and equally heart-rending problems in the 
continual stream of refugees and escapees from the 
Iron Curtain countries into Western Europe. 
These people add to the pressures of overpopula- 
tion in certain countries. Overseas migration 
from Europe has been dammed up by years of war 
and international economic disorder. While we 
have joined with other nations to meet such prob- 
lems as these, our own immigration laws, based on 
conditions and assumptions that have long ceased 
to exist, present serious obstacles to reaching a 
satisfactory solution. 

Humanitarian considerations, as well as the 
national interest, require that we reassess our im- 
migration policies in the light of these facts. The 
United States must remain true to its great tradi- 
tions and have an immigration policy that 
strengthens our Nation at home and one our 
world leadership. 

The Eighty-second Congress devoted much time 
and effort to this problem, but the bill which it 
passed was so defective in many important pro- 
visions that I could not give it my approval. In 
my veto message,’ I expressed the hope that the 
Congress would agree to a careful reexamination 
of the entire matter. I suggested that the Con- 
gress create a representative commission of out- 
standing Americans to make a study of the basic 
assumptions of our immigration policy, the quota 
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system and all that goes into it, the effect of our 
immigration and nationality laws, and the ways 
in which they can be brought into line with our 
national ideals and our foreign policy. The Con- 
gress did not act upon these suggestions. 

I do not believe that the matter should remain 
where the Congress left it. The problems of im- 
migration policy ge more pressing, and the in- 
equities fostered by the new law require careful 
examination. I am, therefore, appointing this 
Commission in the belief that its recommendations 
will enable the next Congress to consider the sub- 
ject promptly and intelligently. This Commis- 
sion will care the benefit of much information 
already drawn together in the field of immigra- 
tion. including that developed by the committees 
of a in their long study of the problem. 
It should therefore be in a position to complete its 
study before the reconvening of the next Congress. 

I have directed the Commission to give particu- 
lar consideration to: 


_ (a) The requirements and administration of our 
immigration laws with respect to the admission, 
naturalization, and denaturalization of aliens, and 
their exclusion and deportation; 

(b) The admission of immigrants into this 
country in the light of our present and prospective 
economic and social conditions and of other perti- 
nent considerations; and 


(c) The effect of our immigration laws and 
their administration, including the national-ori- 
gin quota system, on the conduct of the foreign 
policies of the United States and the need for 
authority to meet emergency conditions such as the 
present overpopulation of parts of Western Eu- 
rope and the serious refugee and escapee prob- 
lems in such areas. 


The members of the Commission are as follows: 


Philip B. Perlman of Maryland, Chairman 
(Former Solicitor General of the United States; 
former City Solicitor of Baltimore, Secretary of the 
State of Maryland, Assistant Attorney General of 
Maryland) 

Earl G. Harrison of Pennsylvania, Vice Chairman 
(Attorney, former U.S. Commissioner of Immigra- 
tion and Naturalization; and former Dean of the 
Law School of the University of Pennsylvania) 
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Monsignor John O’Grady of Washington, D.C. 
(Secretary, National Conference of 
Charities) 


Rev. Thaddeus F. Gullixson of Minnesota 
(President, Lutheran Theological Seminary of St. 
Paul, Minn.; Chairman, Minnesota State Displaced 
Persons Commission) 


Clarence E. Pickett of Pennsylvania 
(Honorary Secretary, American Friends Service 
Committee) 


Adrian §S. Fisher of Tennessee 
(Legal Adviser to Department of State; former 
General Counsel of Atomic Energy Commission and 
Solicitor of the Department of Commerce) 


Thomas C. Finucane of Maryland 
(Chairman, Board of Immigration Appeals, Depart- 
ment of Justice) 


Catholic 


EXECUTIVE ORDER 10392? 


By virtue of the authority vested in me as President of 
the United States, it is hereby ordered as follows: 

See. 1. There is hereby established in the Executive 
Office of the President a commission to be known as the 
President’s Commission on Immigration and Naturaliza- 
tion, which shall be composed of a Chairman, a Vice 
Chairman, and five other members, all of whom shall be 
designated by the President. 

Sec. 2. The Commission is authorized and directed to 
make a survey and evaluation of the immigration and 
naturalization policies of the United States, and shall 
make recommendations to the President for such legisla- 
tive, administrative, or other action as in its opinion 
may be desirable in the interest of the economy, security, 
and responsibilities of this country. The Commission 
shall give particular consideration to: 


(a) the requirements and administration of our immi- 
gration laws with respect to the admission, natural- 
ization denaturalization of aliens, and their 
exclusion and deportation ; 

(b) the admission of immigrants into this country in 
the light of our present and prospective economic 
and social conditions and of other pertinent 
considerations; and 

(c) the effect of our immigration laws and their ad- 
ministration, including the national origin quota 
system, on the conduct of the foreign policies of 
the United States, and the need for authority to 
meet emergency conditions such as the present 
overpopulation of parts of Western Europe and 
the serious refugee and escapee problems in such 
areas. 


Sec. 3. In performing its functions under this order, 
the Commission may prescribe such rules of procedure, 
and may hold such public hearings and hear such wit- 
nesses as it may deem appropriate. 

Sec. 4. All executive departments and agencies of the 
Federal Government are authorized and directed to co- 
operate with the Commission in its work and to furnish 
the Commission such assistance, not inconsistent with 
law, as it may require in the performance of its functions. 

Sec. 5. The expenditures of the Commission shall be 
paid out of an allotment made by the President from the 
appropriation entitled “Emergency Fund for the Presi- 
dent—National Defense” in Title I of the Independent 
Offices Appropriation Act, 1953 (Public Law 455, 82nd 
Congress), approved July 5, 1952. Such payments shall 
be made without regard to the provisions of (a) section 
3681 of the Revised Statutes (31 U.S.C. 672), (b) section 
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9 of the Act of March 4, 1909, 35 Stat. 1027 (31 U.S.C. 
673), and (c) such other laws as the President may 
hereafter specify. The members of the Commission shall 
receive such compensation and expense allowances, pay- 
able out of the said allotment, as the President shall 
hereafter fix, except that no compensation shall be so fixed 
with respect to any person while receiving other com- 
pensation from the United States. 

Sec. 6. The Commission shall make a final written re- 
port to the President not later than January 1, 1953, 
including its recommendations for legislative, adminis- 
trative or other action. The Commission may also make 
such earlier reports to the President as it may deem 
appropriate. The Commission shall cease to exist 30 
days after rendition of its final report to the President. 

Harry 8. TRUMAN 


THE WRITE HOovsgE, 
September 4, 1952. 


Board of Clemency for 
Japanese War Criminals 


Press release 696 dated September 4 


President Truman on September 4, 1952, estab- 
lished a Board of Clemency and Parole for War 
Criminals to recommend to him the appropriate 
U.S. decisions on recommendations of the Japa- 
nese Government for clemency or parole for Japa- 
nese war criminals imprisoned in Japan. 

Under article 11 of the peace treaty with Japan, 
it is provided that Japan accepts the judg- 
ments of the International Military Tribunal for 
the Far East and of other Allied war crimes 
courts and will carry out the sentences imposed 
by these courts upon Japanese nationals im- 
prisoned in Japan. The Allied war crimes courts 
referred to include the courts set up by U.S. mili- 
tary commanders in the Far East. Under the 
terms of the treaty, the power to grant clemency, 
to reduce sentences, and to parole, with respect to 
the war criminals Leprietell by these courts, may 
not be exercised, except on the decision of the 
government which imposed the sentence. Hence a 
decision of the U.S. Government must be made 
on each recommendation of the Japanese Govern- 
ment for clemency or parole for a war criminal 
sentenced by a U.S. court. 

The Board appointed by the President will also 
recommend the appropriate U.S. decision on Japa- 
nese recommendations for clemency and parole 
with respect to Japanese war criminals convicted 
by the International Military Tribunal for the 
Far East. In the case of these major war crimi- 
nals, however, the ultimate decision will be made 
not by the United States alone but by a majority 
of:the governments represented on the ‘elienel, 
which includes the United States. 

It is considered of the greatest importance that 
these decisions be made on a judicial rather than 
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on a political basis. To insure that each decision 
will be in accordance with law and justice and will 
rest on accepted principles of clemency and parole, 
the President will appoint three high-level offi- 
cers—one from the Department of State, with 
knowledge of international law and treaty; one 
from the Department of Defense, with knowledge 
of the military court and the law and customs of 
war; and one from the Department of Justice, 
trained in the principles of sound penal practice. 

The President’s decision to appoint the Board 
of Clemency and Parole will enable the United 
States to establish a procedure for the handling 
of a number of recommendations made by the 
Japanese Government for the parole of individual 
Japanese war criminals. Of these, 429 out of a 
total of 819 imprisoned in Japan were sentenced 
by U.S. war crimes courts. The Japanese Gov- 
ernment has recently indicated to the Department 
of State its desire that action be taken to estab- 
lish parole procedures for these war criminals, 
similar to procedures in effect under the Supreme 
Commander for the Allied Powers when those 
prisoners who had served one-third of their sen- 
tences became eligible for parole. The purpose 
of the newly established Board is to handle the 
parole recommendations of the Japanese Govern- 
ment expeditiously and fairly, through careful 
review of each case. 

Following is the text of the executive order 
establishing the Board: ? 


ESTABLISHMENT OF THE CLEMENCY AND 
PAROLE BOARD FOR WAR CRIMINALS 


By virtue of the authority vested in me by the Constitu- 
tion and the Statutes, and as President of the United 
States and as Commander in Chief of the Armed Forces 
of the United States, it is ordered as follows: 


1. There is hereby established a Clemency and Parole 
Board for War Criminals (hereinafter referred t6 as the 
Board). The Board shall consist of three members, ap- 
pointed by the President, one of whom shall be designated 
from the Department of State, one from the Department 
of Defense, and one from the Department of Justice. 
Each member shall designate an officer or employee of his 
department as an alternate member of the Board, who 
while participating as a member of the Board shall have 
the same status and functions as the member designating 
him. 

2. The Board shall make the necessary investigations 
in, and advise the President with respect to, those cases 
in which a decision of the Government of the United States 
is required on recommendation by the Government of 
Japan for clemency, reduction of sentence, or parole, with 
respect to sentences imposed on Japanese war criminals 
by tribunals established by the Government of the United 
States or by the International Military Tribunal for the 
Far East. In making its investigations, the Board may 
examine witnesses and take testimony to the extent 
deemed necessary or advisable. 

8. The Board shall determine its own procedure and 
shall act by majority vote. The member designated from 
the Department of State, or his alternate, shall serve as 
Chairman. The Board may prescribe rules and regula- 
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tions deemed necessary or desirable for carrying out the 
purposes of this Order. 

4. Consonant with law, including section 214 of the Act 
of May 3, 1945, 5v Stat. 1384 (31 U.S.C. 691), each member 
and alternate member of the Board shall receive from the 
department from which he is designated his compensation 
as an officer or employee of that department but shall 
receive no additional compensation by reason of service 
as a member or alternate member of the Board, and the 
Department of State shall furnish the Board necessary 
accommodations and facilities. So much of the other 
expenditures of the Board (including such travel expenses 
of, and other expense allowances for, members and alter- 
nate members of the Board as the President shall here- 
after fix) as may be within the limits of an allotment to 
be made by the President from the appropriation entitled 
“Emergency Fund for the President—National Defense” 
in Title I of the Independent Offices Appropriation Act, 
1953 (Public Law 455, 82nd Congress, approved July 5, 
1952), shall be paid from the said allotment. Payments 
from such allotment shall be made without regard to 
provisions of (a) section 3681 of the Revised Statutes 
(31 U.S.C. 672), (b) section 9 of the Act of March 4, 
1909, 35 Stat. 1027 (31 U.S.C. 673), and (c) such other 
laws as the President may hereafter specify. 


Harry S. TRUMAN 
THE WHITE HOovsgE, 
September 4, 1952. 


New System for Transshipment 
of Strategic Goods 


The new system for preventing the transship- 
ment of strategic goods, developed and put into 
partial operation earlier this year in cooperation 
with 10 Western European countries, will go into 
full effect on October 20, 1952, the Office of Inter- 
national Trade (Orr), U.S. Department of Com- 
merce, announced on September 2. 

The nations cooperating with the United States 
in carrying out the new system, known as the 
import certification-delivery verification (Icpv) 
procedure, are Belgium, Denmark, France, Italy, 
Luxembourg, the Netherlands, Norway, Portugal, 
the United Kingdom, and Western Germany. 

Temporarily, Orr has been permitting U.S. ex- 
porters to follow either the Icpv procedure or the 
“ultimate consignee statement” procedure, to give 
both the exporters and their Seoches customers 
sufficient time to prepare for the change-over. 

Under the Icpv procedure, the foreign importer 
certifies to his government that U.S. strategic 
goods will not be re-exported without official au- 
thorization. Under the ultimate consignee state- 
ment procedure, the importer states to the U.S. 
exporter that the goods will be used in his coun- 
try, and he does not make an official certification 
to his government. 

Orr now believes it is feasible to require full 
compliance with the Icpv procedure and to obtain 
the added protection it affords against transship- 
ment of strategic goods. 

When the Icpv procedure goes into effect in 
October, it will be mandatory for U.S. exporters 
to obtain “import certificates” from their custom- 
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ers in the cooperating Western European coun- 
tries if they wish to send them certain strategic 
goods. The original of the import certificate, wit- 
nessed by the foreign customer’s government, must 
be sent to Orr by the U.S. exporter when he ap- 
plies for a license to export the goods. 

The commodities to which this procedure ap- 
plies are identified by the letter “A” in Ort’s 
“Positive List” of commodities under export con- 
trol. Orr pointed out, however, that no import 
certificate is required in connection with export 
license applications covering less than 500 dollars’ 
worth of such goods. 

The import certificate will be accepted by Orr 
whether it is issued in the name of the foreign 
purchaser, ultimate consignee, or his agent, pro- 
vided the person is named also on the U.S. ex- 
porter’s license application. Previously, Orr 
accepted only import certificates issued to the ulti- 
mate consignee or end-user. 

Orr emphasized that photocopies of import 
licenses or permits may not be submitted in lieu 
of import certificates. Import licenses and per- 
mits are currency control documents, while “im- 
port certificates” are designed to prevent unau- 
thorized transshipment. 

Exporters may request exceptions to the Icpv 
procedure if their foreign importers are unable to 
obtain the required import certificates, but Orr 
will consider granting such requests only if an 
exception would not be detrimental to the U.S. 
export control program. Export license appli- 
cants who request exceptions are required to sub- 
mit, in lieu of an import certificate, the regular 
ultimate consignee statement, signed by the foreign 
customer, declaring the destination and end-use of 
the goods. 

Other changes, designed to assure proper ad- 
ministration, are being made in the Icpv proce- 
dure, to provide for the return of unused or 
partially used import certificates to foreign 
importers.? 


Current Legislation on Foreign Policy 


International Convention for the High Seas Fisheries of 
the North Pacific Ocean With a Protocol Relating 
Thereto. Message From the President of the United 
States Transmitting an International Convention for 
the High Seas Fisheries of the North Pacific Ocean, 
Together With a Protocol Relating Thereto, Signed 
at Tokyo, May 9, 1952, on Behalf of the United States, 
Canada, Japan. S. exec. 8, 82d Cong., 2d sess. 15 pp. 

Approving the Constitution of the Commonwealth of 
Puerto Rico. S&S. rept. 1720, 82d Cong., 2d sess. [To 
accompany S. J. Res. 151] 30 pp. 


* The regulation setting forth the Icpv procedure, as 
revised, will be published in O1T’s Current Export Bul- 
letin, no. 678. 
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Authorizing the Loan of Two Submarines to the Govern- 
ment of the Netherlands. S. rept. 1751, 82d Cong., 2d 
sess. [To accompany §. 3337] 3 pp. 

An Act To amend section 32 (a) (2) of the Trading With 
the Enemy Act. Pub. Law 378, 82d Cong., Chapter 
872, 2d sess., S. 302. 1p. 

An Act To provide that the additional tax imposed by 
section 2470 (a) (2) of the Internal Revenue Code 
shall not apply in respect of coconut oil produced in, 
or produced from materials grown in, the Territory 
of the Pacific Islands. Pub. Law 3891, 82d Cong., 
Chapter 420, 2d sess., H. R. 7188. 1 p. 

Annual Report of the Governor of the Panama Canal for 
the Fiscal Year 1951. H. doc. 290, 82d Cong., 2d 
sess. 142 pp. 

Emergency Powers Continuation Act. 8S. rept. 1744, 82d 
Cong., 2d sess. [To accompany S. J. Res. 165] 46 pp. 

Requesting the Secretary of the Army To Furnish to the 
House of Representatives Full and Complete Infor- 
mation With Respect to Insurgency in Prisoner-of- 
War Camps in Korea and Communist-Inspired Dis- 
turbances of the Peace in Japan. H. rept. 2128, 82d 
Cong., 2d sess. [To accompany H. Res. 661] 13 pp. 

Claim of the Cuban-American Sugar Co. Against the 
United States—Veto Message. Message From the 
President of the United States Returning Without 
Approval the Bill (S. 2696) Entitled “An Act Con- 
ferring Jurisdiction Upon the Court of Claims of the 
United States To Consider and Render Judgment on 
the Claim of the Cuban-American Sugar Company 
Against the United States.” S. doc. 158, 82d Cong., 
2d sess. 4 pp. 

Institute of Pacific Relations. Hearings Before the Sub- 
committee To Investigate the Administration of the 
Internal Security Act and Other Internal Security 
Laws of the Committee on the Judiciary, United 
States Senate, Eighty-Second Congress, Second Ses- 
sion on the Institute of Pacific Relations. Part 8, 
January 29, February 6, 8, 11, 12, 14, 15, 18, 19, 20, and 
21, 1952. Committee print. 421 pp.; Part 9, Febru- 
ary 26, 27, 28, 29, March 1, and 38, 1952. Committee 
print. 378 pp.; Part 10, March 4, 5, 6, 7, 10, 14, and 21, 
1952. Committee print. 437 pp. 

Thirty-Third Report to Congress on Lend-Lease Opera- 
tions. Message From the President of the United 
States Transmitting the Thirty-Third Report to Con- 
gress on Lend-Lease Operations, for the Period End- 
ing December 31, 1951. H. doc. 465, 82d Cong., 2d 
sess. 51 pp. 

Summgry of the Legislative Record Eighty-Second Con- 
gress. Statement by the Hon. Ernest W. McFarland, 
U.S. Senator from Arizona. A. Digest of Major Leg- 
islation, Second Session (From January 8, 1952, to 
July 7, 1952); B. Digest of Major Legislation, First 
Session (From January 3, 1951, to October 20, 1951). 
S. doe. 165, 82d Cong., 2d sess. 155 pp. 

Commercial Treaties. Hearing Before a Subcommittee of 
the Committee on Foreign Relations, United States 
Senate, Eighty-Second Congress, Second Session, on 
Treaties of Friendship, Commerce, and Navigation 
Between the United States and Colombia, Israel, 
Ethiopia, Italy, Denmark, and Greece. Executives 
M and R, Eighty-Second Congress, First Session, and 
Executives F, H, I, and J, Eighty-Second Congress, 
Second Session. Committee print. 42 pp. 

The Midyear Economic Report of the President Trans- 
mitted to the Congress July 1952 Together With a 
Report to the President, The Midyear 1952 Economic 
Review by the Council of Economie Advisers. H. doce. 
489, 82d Cong., 2d sess. 188 pp. 

Methods of Communist Infiltration in the United States 
Government. Hearing Before the Committee on Un- 
American Activities, House of Representatives, 
Eighty-Second Congress, Second Session, May 6; June 
10 and 23, 1952. Committee print. 107 pp. 
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INTERNATIONAL ORGANIZATIONS AND CONFERENCES 








U.S. Reaffirms Support of U.N. Collective Security System 


Statement by Ambassador Warren R. Austin 
U.S. Representative to the United Nations 


U.S./U.N. press release dated August 29 


As the representative of the United States to 
the United Nations, I have transmitted my Gov- 
ernment’s response to the Collective Measures 
Committee’s letter of June 24, 1952.1. Our re- 
sponse reaflirms U.S. support of the objective of 
strengthening the U.N. collective security system. 
We are convinced that the United Nations must 
have at its disposal the means to maintain inter- 
national peace. Those means will be made avail- 
able only if countries believe in collective security 
and are willing and prepared to contribute to col- 
lective action in accordance with the U.N. Charter. 
As my Government in its response points out, the 
development of collective security through the 
United Nations is a cooperative enterprise extend- 
ing over the years and requiring the support of 
the international community. It cannot be built 
in a day but must be developed progressively and 
vigorously. 

The United States has devoted itself to this 
great task by joining with many other countries in 
strength-building programs designed to support 
and reinforce the U.N. capacities to maintain in- 
ternational peace and security. Our letter to the 
Collective Measures Committee points out that we 
are contributing to U.N. action to repel aggression 
and to restore peace in Korea. We intend to help 
the United Nations see the job through in Korea 
because success there will be a powerful stimulant 
to greater progress in building an effective U.N. 
security system. Korea proves our will to work 
and if necessary to fight for peace. Those who 
made the tragic miscalculation in Korea should 
not forget the terrible price they have already paid 
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for underestimating the determination of free 
peoples. 

Our letter points out that we are also making 
significant contributions to the North Atlantic 
Treaty Organization in order to buttress, within 
an important area, the U.N. capacities for main- 
taining international peace and security. 

These and our other efforts are encouraging first 
steps in the direction of a collective security sys- 
tem aimed to protect all nations from aggression. 
Difficulties confront this great project, yet we have 
the faith and courage to persevere and to achieve 
the structure of security. I am confident that we, 
joined with other free peoples, will succeed in 
establishing effective collective measures for the 
suppression and prevention of aggression. 


Text of US. Response 


The Representative of the United States to the 
United Nations presents his compliments to the 
Secretary-General of the United Nations and has 
the honor to refer to the Acting Secretary-Gen- 
eral’s communication of June 24, 1952, transmitted 
on behalf of the Collective Measures Committee. 
Reference was made in this communication to the 
provisions of the General Assembly Resolution 
503A (VI) of January 12, 1952 * containing recom- 
mendations to Member States that they take cer- 
tain national action to increase their general 
capacity to participate in United Nations collec- 
tive measures. 

There is enclosed a memorandum constituting 
the response of the United States to the request of 
the Collective Measures Committee for the views 


? Resolutions adopted by the General Assembly during 
its Sixth Session, 6 November 1951 to 5 February 1952, p. 2. 
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of Member States on the questions raised in the 
Acting Secretary General’s communication. 


{Enclosure] 


UNITED STATES RESPONSE 
TO THE COLLECTIVE MEASURES COMMITTEE 
LETTER 
REGARDING IMPLEMENTATION 
OF GENERAL ASSEMBLY RESOLUTION 508A (VI) 


1. General Observations 

The United States was one of the sponsors of the Uniting 
for Peace Resolution (377A (V)) adopted by the General 
Assembly on November 3, 1950 and of the related resolu- 
tion (503A (VI)). It is also a member of the Collective 
Measures Committee and participated in the preparation 
of the first report of that Committee. Accordingly, the 
United States desires in every way possible to further the 
recommendations contained in these resolutions which 
are designed to carry out the purposes and principles of 
the United Nations Charter. The resolutions deal specifi- 
cally with collective security and seek the fulfillment of 
the purpose contained in Article 1, “to maintain interna- 
tional peace and security, and to that end: to take effec- 
tive collective measures for the prevention and removal 
of threats to the peace, or for the suppression of acts of 
aggression or other breaches of the peace. . 

The policy of the United States in this field has ‘recently 
been expressed by the President in his report to the Con- 
gress on United States participation in the United Na- 
tions. The President said : “We are working to strengthen 
the United Nations by building up a security system in 
accordance with the purposes of the Charter that will 
protect the community of nations against aggression from 
any source”. 

In addition to providing the Collective Measures Com- 
mittee with information regarding the recommendations 
of General Assembly resolution 503A (VI), the United 
States wishes to take this opportunity to reaffirm its 
appreciation of the responsibilities entailed in building 
a stronger United Nations collective security system. 
The development of collective security through the 
United Nations is a cooperative enterprise extending over 
the years and requiring the support of the international 
community. 


2. Maintenance of Forces for United Nations Service 

With respect to the recommendation contained in 
operative paragraph 2 of General Assembly resolution 
503A (VI), the United States refers to its letter of June 8, 
1951 in which it informed the Collective Measures Com- 
mittee of the measures taken by the United States in 
implementation of paragraph 8 of the Uniting for Peace 
resolution. This letter pointed out that the elements of 
the national armed forces of the United States serving 
under the Unified Command in Korea were made avail- 
able in fulfillment of the purposes of the recommenda- 
tions of the General Assembly in the Uniting for Peace 
resolution. The letter stated that after termination of 
hostilities in Korea, the United States would review the 
extent to which it will maintain armed forces which 
could be made available for United Nations service in 
accordance with that recommendation. Forces of the 
United States are continuing their operations on behalf 
of the United Nations in Korea. Accordingly, the United 
States reaffirms its intention to review the situation 
after termination of the hostilities in Korea and after 
the United States forces there have been withdrawn. 

The letter of June 8, 1951 also informed the Committee 
that the United States was maintaining elements of its 
forces in Europe in furtherance of the North Atlantic 
Treaty and as a part of the efforts of the parties to the 
Treaty for collective defense and for the preservation of 
peace and security. The letter pointed out that the 
North Atlantic Treaty comes within the framework of the 
Charter of the United Nations and that United States 
forces maintained in furtherance of the Treaty could in 
appropriate circumstances pursuant to the Treaty and the 
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Charter and in accordance with our constitutional proc- 
esses participate in collective military measures to main- 
tain or restore peace and security in the North Atlantic 
Treaty area in support of United Nations action. The 
United States takes this opportunity to reaffirm its state- 
ment regarding the maintenance of these forces in Europe 
as set forth in the letter of June 8, 1951. 

The United States also reaffirms its intention to keep 
this subject under constant review in furtherance of the 
policy of the United Nations to build up an effective 
collective security program. 


3. Assistance and Facilities 

In the United Nations collective action opposing ag- 
gression in Korea, the United States has furnished and is 
furnishing a wide range of assistance and facilities to the 
United Nations forces. Such assistance and facilities 
include all the types listed in Annex II of the Acting 
Secretary General’s letter of June 24. They include also 
the use by United Nations Members of certain United 
States military and naval bases in the Pacific and training 
bases and facilities within the continental limits of the 
United States. As demonstrated by the foregoing, the 
legislative and administrative arrangements of the United 
States are such that by appropriate governmental action 
in accordance with its constitutional processes this Gov- 
ernment can promptly make available assistance and fa- 
cilities in appropriate circumstances. 


4. Legislative and Administrative Arrangements 

The United States has examined its existing legislation 
with a view to determining in the light thereof the appro- 
priate steps for carrying out promptly and effectively 
United Nations collective measures in accordance with 
its constitutional processes. The United States has also 
examined the list attached as Annex III to the Acting 
Secretary-General’s letter of June 24 relating to economic 
and financial measures against an aggressor which might 
be called for by the United Nations. 

In respect to the list of economic and financial measures 
against an aggressor, the United States has for some 
time applied and is at present applying most of these 
measures against the aggressors in Korea. The United 
States is in a position to participate in the application 
of all such economic and financial measures and controls 
undertaken by the Security Council or by the General 
Assembly. 

As indicated in the previous paragraphs, the legislative 
and administrative arrangements of the United States 
are such that this Government by appropriate govern- 
mental action in accordance with its constitutional 
processes can participate in United Nations collective 
measures in appropriate circumstances. 

The United States will continue to keep these ques- 
tions under review in furtherance of the policies ex- 
pressed in the Uniting for Peace resolution, the Report 
of the Collective Measures Committee, and resolution 
ys oo adopted by the General Assembly on January 

, 1952. 


U.S. Opposed to Soviet Proposal 
on U.N. Admissions 
Statement by Ambassador Warren R. Austin? 


The Soviet draft resolution? shows clearly on 
its face the theory that a certain group of appli- 
cants for admission selected by the Soviet Union 
should be “simultaneously” recommended for ad- 





1 Made in the Security Council on Sept. 3 and released 
to the press by the U.S. Mission to the U.N. on the same 
date. Ambassador Austin is U.S. representative to the 
United Nations. 

7 U.N. doc. 8/2664. 
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mission. Repeatedly the Soviet representative 
has referred to this group as “all the fourteen 
states.” Yet as the members of the Security Coun- 
cil are aware, there are considerably more than 14 
applications before us. 

The United States cannot accept this Soviet 
draft resolution as in accordance with the Charter 
and with the first paragraph of rule 60 of the 
Security Council’s Rules of Procedure. The 
United States believes that each applicant for 
membership is entitled to separate consideration 
of its application tested by the criteria contained 
in article 4 of the Charter. There are certain ap- 
plicants contained in the Soviet omnibus resolu- 
tion which my Government deems are not qualified 
for membership. There are others which in the 


"judgment of my Government have the strongest 


claim for membership and which are needed by 
the organization. There are still others such as the 
Republic of Korea, to mention one example, which 
the Soviet Union does not include in the group it 
has selected. We are opposed to adoption of a 
draft resolution simultaneously recommendin 

such a group of <a some with sound om 
some with unsound qualifications for membership. 

Specifically, the United States has confidence 
that Austria, Ceylon, Finland, Ireland, Italy, 
Jordan, Libya, Nepal, and Portugal are fully 
qualified and should be admitted to membership. 

On the other hand, we have serious objections 
based on our considered judgment that the fol- 
lowing candidates do not fulfill the conditions 
required by article 4 of the Charter: Albania, 
Bulgaria, Hungary, Outer Mongolia, and Ruma- 
nia. In connection with Outer Mongolia we con- 
tinue to see no facts in the record of the Security 
Council that would lead us to the conclusion that 
Outer Mongolia is a state. 

The representative of the Soviet Union has come 
forward with some evidence which he thinks bears 
on the candidacies of Albania, Bulgaria, Hungary, 
and Rumania. There are facts with which we 
are prepared to come forward on the question of 
the lack of fitness of these candidates for mem- 
bership. We are ene to discuss these, as all 
candidacies, separately and on their merits and 
have the Council weigh the evidence and reach its 
decision accordingly. 

With an adequate majority of the present mem- 
bers of the United Nations, the United States has 
long hoped for the admission of Austria, Ceylon, 
Finland, Ireland, Italy, Jordan, Libya, Nepal, and 
Portugal. Thus we have our own opinion, and 
we have expressed it, on whether or not each ap- 
plicant for membership meets the requirements 
of the Charter. 

We respect the views of the majority of the 
Security Council and of the General Assembly. 
There has been no instance in which a resolution 
dealing with the question of membership, or with 
any other question, has failed of adoption in the 
Security Council because of the negative vote of 
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the United States. In other words, the United 
States has never vetoed a draft resolution of the 
Security Council. Of course, we have voted 
against membership applications which we felt did 
not measure up to the requirements of the Charter, 
but in no instance have these applications received 
seven affirmative votes, with a result that the U.S. 
vote alone prevented a recommendation by the 
Council. 

The argument that any negative vote of a per- 
manent member of the Security Council is a “veto” 
is simply to play on words. <A negative vote be- 
comes a veto only when it thwarts the will of the 
majority. That is what the Soviet Union has 
done repeatedly. It has vetoed and thereby 
thwarted the majority will on membership 23 
times. To take one example, the application of 
Italy, this has been before the Security Council 
on five separate occasions. On five separate oc- 
casions the Soviet Union has prevented a favor- 
able recommendation of Italy by casting a nega- 
tive vote. In December of 1951, the vote in the 
Security Council was 10 in favor, the Soviet 
Union opposed. 

We deplore this Soviet policy of using its nega- 
tive vote in the Security Council to frustrate 
action by the Security Council. The Soviet rep- 
resentative tells us, in effect, that it is he alone 
who determines what is legal and illegal under 
the Charter and that the question of membership 
can only be settled on his terms. Yesterday he 
brandished the veto over the heads of this Council 
to try to force the majority to submit to his views. 

The United States is willing to have the major- 
ity of the Security Council decide these questions. 
It desires to have an opportunity to put its view 
before this Council, but it does not insist that its 
view must prevail. 

Nor do we threaten the Security Council that if 
it does not accept our view no decision is possible. 
We do not claim, as our Soviet colleague, that any 
and every decision the United States does not sup- 
port is “not worth a cent wholesale or retail.” 
The United Statés is a member of the United Na- 
tions and believes that U.N. organs are competent 
to reach decisions in situations where members 
differ. We do not feel scorn, hatred, or rage at 
others because they disagree with the considered 
view of the majority. We approach these prob- 
lems in the United Nations with a constructive, 
not a destructive spirit. We do not use important 
matters such as membership merely to vilify the 
character of other governments. 

At a later stage in our discussion under item C 
of the agenda I shall have something to say about 
the so-called new applications for membership, 
and in that connection I shall then speak of the 
U.S. draft resolution in support of Japan’s just 
claim to sit among us. However, there is one 
applicant for membership not included in the list 
contained in the Soviet resolution which has a 
peculiarly close connection with the United Na- 
tions. I refer, of course, to the Republic of Korea, 
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where U.N. Forces have been freeing the Republic 
of Korea from invasion since June of 1950 in the 
face of aggression which is supported by the very 
state which would exclude it from the United 
Nations. The United States will not forget the 
just claim of the Republic of Korea for member- 
~~ in this organization. 

inally, the United States has no ultimatum 
to present to the Security Council such as: solve 
the membership question this way or it can never 


be solved. Our position, as we have said before, 
is that there is never a last word or a final chapter 
in the work of a living organization capable of 
growth and changed circumstances. We shall 
continue to seek a way by which the states con- 
forming to the requirements of the Charter, in 
the opinion of the appropriate organs, can be in- 
vited to come in and join us. 

For these reasons the United States will not 
support the Soviet draft resolution.’ 


Prisoners of War Commission Opens Third Session 


MRS. ANDERSON DESIGNATED U.S. 
SENTATIVE 


Press release 661 dated August 25 


American Ambassador to Denmark, Eugenie 
Anderson, has been designated by the President 
to serve as the U.S. representative at the third 
session of the U.N. Ad Hoe Commission on 
Prisoners of War, which opened on August 25 at 
Geneva. 

The Ad Hoc Commission was established by a 
resolution of December 14, 1950, of the U.N. Gen- 
eral Assembly. It was directed to investigate the 
situation of World War II prisoners of war who 
are still in custody, and about whom no informa- 
tion has been received, and to take whatever steps 
may be possible to facilitate their repatriation. 
Its members, who were appointed by the Secre- 
tary-General of the United Nations, are Chairman 
José Gustavo Guerrero of El] Salvador, vice 
president of the International Court of Justice; 
Judge Aung Khine of the High Court, Rangoon, 
Burma; and Countess Bernadotte of Sweden. 

While the first session of the Ad Hoc Commis- 
sion, held at New York from July 30 to August 
15, 1951, was closed, 11 governments were invited 
to send representatives to the second session, held 
at Geneva from January 22 to February 8, 1952, to 
collaborate with the Commission. The same 11 
governments have been invited to send representa- 
tives to consult with the Commission in connection 
with its examination and evaluation of informa- 
tion furnished by governments regarding the pris- 
oner-of-war problem and of the further steps to 
be taken by the Commission in the light of that 
information. The Governments invited are Aus- 
tralia, Belgium, France, the Federal Republic of 
Germany, Italy, Japan, Luxembourg, the Nether- 
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lands, the Union of Soviet Socialist Republics, the 
United Kingdom, and the United States. 

Donald C. Blaisdell, U.S. representative for In- 
ternational Organization Affairs, Geneva, has 
been designated deputy U.S. representative to the 
third session. Henry B. Cox, Office of German 
Public Affairs, has been named adviser to the U.S. 
representatives. 


Printed below is the text of a statement made by 
Ambassador Eugenie Anderson following her des- 
ignation by the President to represent the United 
States at the third session of the Prisoners of War 
Commission: 


Press release 666 dated August 25 


I have been greatly honored by President Tru- 
man’s request that I represent the United States 
at the third meeting of the United Nations Ad Hoe 
Commission on Prisoners of War. The great trag- 
edy that necessitates our meeting here to make 
yet another attempt to secure the release of hun- 
dreds of thousands of prisoners of war still held 
7 years after the end of hostilities has moved me 
deeply. I feel the impact of this tragedy not only 
as an American to whom freedom and humanitar- 
ian treatment for all is as essential as life itself 
but also as a person who places the highest value 
on family life and who can understand what un- 
told hardships and sorrows countless families with 
missing members are still suffering. 

I sincerely hope that the Commission will be 
successful in bringing about the release of these 
prisoners and obtaining an — for all the 
missing. When this issue was placed before the 


* The Soviet proposal was rejected by the Security Coun- 
cil on Sept. 8 by a vote of 5 against, 2 in favor, and 4 
abstentions. 
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United Nations, it was thought that the United 
Nations, whose deep and unavoidable responsi- 
bility for human rights made it the appropriate 
body to undertake this task, could assist in resolv- 
ing the controversy. Westill have this hope. The 
Soviet Union, which is still holding hundreds of 
thousands of these prisoners, has a unique oppor- 
tunity to show that it values human freedom. I 
earnestly hope that the Soviet Union will asso- 
ciate itself with the task of the Commission and 
cooperate with it to bring its work to a successful 
conclusion. 


OPENING STATEMENT BY MRS. ANDERSON ! 


I should like first of all to express to the U.N. 
Ad Hoc Commission on Prisoners of War the 
appreciation of the Government of the United 
States for the invitation to participate with other 
interested governments in the Commission’s third 
session here at Geneva. The President of the 
United States has honored me by naming me as 
the U.S. representative to this conference. On his 
behalf and on behalf of the American people, who 
have demonstrated an abiding interest in the tragic 
problem which brings us here, I can assure you of 
our continued support and sympathy. 

The significance in human terms of the task 
which faces this Commission—that of determining 
the fate of hundreds of thousands of human beings 
who have disappeared since the end of World War 
I[—can handily be comprehended from the sta- 
tistics which have been presented in this and 
previous sessions. It is shocking enough to realize 
that we are concerned here with more than a 
million German, Japanese, Italian, and other pris- 
oners of war, to say nothing of the endands of 
deported civilians who have also been deprived of 
their freedom. 

It is even more shocking and tragic, however, 
when we translate these statistics into human 
anguish, grief, and anxiety. The absence of all 
these individuals—men, women, and children—has 
meant, and means this very day, intense personal 
suffering to them and to their next of kin. The 
families of these people live from day to day in 
the hope of learning whether their loved ones are 
dead or alive. The news that a few stragglers are 
returning sends relatives rushing to the railroad 
stations. More often than not their hopes are 
dashed when familiar faces fail to appear. Often 
they are almost afraid to hope—but they continue 
to hope. 

Thus, the tragedy of the missing goes far be- 
yond their own fate and is muliielied thousands 
of times. In many cases news of any kind would 
be welcome—even if such news confirmed the death 


1Made before the third session of the U.N. Ad Hoc 
Commission on Prisoners of War at Geneva, on Aug. 27 
and released to the press (No. 672) on the same date. 
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of a loved one. For then, the terrible uncertainty 
of not knowing would be relieved. But not to 
know—herein is perhaps the greatest anguish. 
And it is with this tragic experience that we are 
attempting to cope in this meeting. 

My Government has for many years endeavored 


- to find a solution to this problem. The history of 


our efforts and those of our British, French, and 
Australian colleagues is well known to this Com- 
mission. Shortly after the cessation of World 
War II hostilities, the United States, together 
with the Governments of France and the United 
Kingdom, began a series of direct negotiations 
with the Soviet Union in an attempt to secure the 
prompt repatriation of all prisoners of war held 
by that country and as complete an accounting as 
possible of those who had died in the course of the 
war. Our repeated approaches, however, met 
with callous rejection and we were unable to elicit 
the slightest cooperation from the Soviet Govern- 
ment. Having apparently exhausted all possibil- 
ities of a solution through direct channels, the 
Governments of the United States, the United 
Kingdom, and Australia introduced a resolution 
in the General Assembly of the United Nations in 
the fall of 1950 which resulted in the creation of 
this Commission. 

At its first session in the summer of 1951, the 
Commission decided to invite a number of govern- 
ments, most directly concerned with the prisoner 
of war problem, to send representatives to con- 
sult with it at its second session. This session, 
which convened at Geneva on January 22 of this 
year, was attended by representatives of all the 
principal governments concerned, with the notable 
exception of the Soviet Union. Prominent among 
those in attendance were the representatives of 
Japan, Italy, and the Federal Republic of Ger- 
many, whose nationals comprise the bulk of the 
missing and unaccounted for. Despite the failure 
of the Soviet Government to cooperate in the work 
of the Commission, the Commission faithfully 
went about its task of consulting with the repre- 
sentatives present, holding private and public 
hearings, and examining and evaluating the great 
volume of evidence presented to it. 

We have now come to this third session of the 
Commission to assist in the furtherance of this 
effort to ascertain the facts and seek a speedy solu- 
tion to the problem. Again—and I note this with 
great regret—the Soviet Union, the one nation 
which holds the key to this problem, has failed 
to accept the invitation of the Commission to par- 
ticipate. 

I think it is abundantly clear to all of us that 
without the indispensable cooperation of the So- 
viet Union, the efforts of this Commission and of 
the other interested nations to obtain the repatri- 
ation of and accounting for these missing hun- 
dreds of thousands of human beings can meet with 
but limited success. It is indeed ironic that a 
nation which participated in the founding of the 
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United Nations to preserve peace and foster inter- 
national good will should refuse its cooperation in 
a matter which has such serious human and inter- 
national implications. 

It can hardly be alleged by any fair-minded 

erson that this Commission is unreasonable in 
its inquiries. The questions for which it seeks 
answers here from the Soviet Union are simple 
and direct. They are these: What has happened 
to these missing men, women, and children? How 
many of them have died? How many are still 
being held prisoners? Where are they being 
held? Under what conditions do they exist, if 
at all? What are their names? When will they 
be released? Not only are the nations most di- 
rectly concerned awaiting a satisfactory Soviet 
reply to these questions—decent people through- 
out the world are awaiting the answers to these 
queries. This is not a political problem. It is 
not merely a legal problem. This is not an ab- 
stract, theoretical matter. It is a terribly human 
problem—a problem of human freedom. It is 
almost inconceivable that in the twentieth cen- 
tury one of the leading nations of the world could 
be so indifferent to its international obligations 
and so scornful of human rights. 

My appeal today is therefore twofold. I 
appeal to you members of the U.N. Ad Hoc Com- 
mission on Prisoners of War to leave nothing 
undone, to leave no approach untried which 
might bring about the repatriation of and ac- 
counting for these prisoners. That is the task 
which you have set for yourselves and which you 
have thus far pursued so conscientiously. I urge 
you to continue to pursue it as long as the slightest 
hope remains. Thousands of bereaved families 
have placed their cause in your hands. We dare 
not slacken our efforts until we have found a 
satisfactory solution. 

Secondly, I appeal to the Government of the 
Soviet Union. I appeal to that Government from 
a purely humanitarian point of view. I urge it 
to seize this unique opportunity to redeem itself 
in the eyes of world opinion. I urge the Soviet 
Union to act promptly to bring to an end the 
intense suffering of literally hundreds of thou- 
sands of individuals by joining and facilitating 
the work of this Commission. I urge it imme- 
diately to release and account for all prisoners 
taken into its custody during World War II. 

In making this appeal, I am keenly aware of 
its implications. 

Even as I voice it, I recognize that its fulfill- 
ment would be a tremendous advance toward those 
goals to which all of us, including the Soviet 
Union, did subscribe in the preamble to the 
Charter of the United Nations: 

. . . to reaffirm faith in fundamental human rights, 
in the dignity and worth of the human person, in the 


equal rights of men and women and of nations large 
and small. 
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U.S. Delegations 
to International Conferences 


Study Group on Broadcasting (ITU) 


On August 27 the Department of State an- 
nounced that the U.S. delegation to a meeting of 
Study Group X (Broadcasting) of the Interna- 
tional Radio Consultative Committee (Ccrr) of 
the International Telecommunication Union 
(Irv), which is meeting at Geneva from August 
26 to September 5, 1952, is as follows: 


Chairman 


K. Neal McNaughten, Director of Engineering, National 
Association of Radio and Television Broadcasters, 
Washington, D.C. 


Advisers 


Eric Klapper, Frequency Utilization Research Section, 
Central Radio Propagation Laboratory, National Bu- 
reau of Standards, Department of Commerce 

Wayne Mason, Telecommunications Attaché, United States 
Legation, Bern 


Mr. McNaughten, who was also a member of 
the U.S. delegation to the sixth plenary assembly 
of the Ccrr, held at Geneva in 1951, is Interna- 
tional Chairman of this Study Group which has 
been continued at least until the seventh plenary 
assembly, scheduled to be held in England during 
the fall of 1953. 

In considering the reports on the work of the 
Study Group on Broadcasting and in assessing 
the studies which needed completion as early as 
possible, the sixth plenary assembly of the Ccm 
recommended that certain questions regarding 
broadcast-recording standards be resolved. Ac- 
cordingly, at the forthcoming Study Group meet- 
ing, specialists in broadcasting will discuss and 
attempt to develop standards of disc and tape re- 
cordings for the international exchange of pro- 
grams. In addition, the Study Group will review 
its entire work program, including single side- 
band broadcasting and related issues. 

The Ccrr is one of the Iru’s three international 
consultative committees (radio, telegraph, and 
telephone), which were established to study tech- 
nical operating questions in the field of telecom- 
munication and to make recommendations thereon 
to the Plenipotentiary Conference of the Irv. 


International Geological Congress 


On September 4 the Department of State an- 
nounced that the U.S. Government will be repre- 
sented at the Nineteenth International Geological 
Congress, to be held at Algiers from September 
8 to 15, 1952, by the following delegation: 


Delegates 


William E. Wrather, Chairman, Director, Geological 
Survey, Department of the Interior 
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Finn E. Bronner, Corps of Engineers, Department of the 
Army 


Walter H. Bucher, Professor and Chairman, Department 
of Geology, Columbia University, New York, N. Y.; 
President, American Geophysical Union 


A. F. Buddington, Professor of Geology, Princeton Uni- 
versity, Princeton, N. J. 

Edward B. Burwell, Corps of Engineers, Department of 
the Army 

Donald Miner Davidson, Vice President, Chief Geolo- 
gist, and Manager of Exploration, E. J. Longyear 
Company, Minneapolis, Minn. 


H. G. Ferguson, Geologist, Geological Survey, Depart- 
ment of the Interior 


W. D. Johnston, Jr., Geologist, Geological Survey, De- 
partment of the Interior 


T. S. Lovering, Staff Research Geologist, Geological Sur- 
vey, Department of the Interior ; President, Geological 
Society of America 


Raymond C. Moore, Professor of Geology and State 
Geologist, University of Kansas, Lawrence, Kans.; 
Visiting Professor, University of Utrecht, Netherlands 


W. P. Woodring, Geologist, Geological Survey, Department 
of the Interior; President-elect, Geological Society 
of America 

The International Geological Congress was 
founded at Buffalo, N.Y., in 1876, to fix the rules 
concerning map construction, nomenclature, and 
geological classification and to promote the study 
of the earth from both the theoretical and prac- 
tical points of view. The United States, which 
has a traditional interest in geology, was host 
to the Fifth Congress in 1891 and to the Six- 
teenth in 1933. Delegations from 75 countries and 
territories participated in the Eighteenth Con- 
gress, which was held at London in 1948. 

A main topic selected for attention at the forth- 
coming session is the state of the world’s iron-ore 
resources; this subject is of real concern to the 
United States, as pointed out in the recent report 
of the President’s Materials Policy Commission.* 
Delegates will also hear reports from the bureau, 
which carries on the business of the Congress be- 
tween sessions, and from international commis- 
sions which have been working in various fields 
of geology since the last Congress. Traditional 
with the Congress are excursions in the country 
in which a session is held, and an opportunity will 
therefore be given, as part of the Congress pro- 
gram, for delegates to participate in geological 
field trips in Algeria. 


1 For digest of vol. I, see BULLETIN of July 14, 1952, p. 55. 
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New Passport Regulations Issued 


Press release 686 dated September 2 


The Department of State on September 2 made 
public certain new regulations pertaining to the 
issuance of U.S. passports. The regulations cover 
those cases which involve questions of possible 
subversive activities on the part of the applicant. 

These regulations are designed (1) to provide 
for more formalized procedures within the Pass- 
port Division in cases where there is a question 
as to whether or not an applicant’s request for a 
passport should be granted, and (2) to provide an 
applicant whose request for a passport is denied 
with the opportunity to appeal the adverse decision 
before a newly created Pisnens Appeals Board. 
At the same time, the revised regulations specify 
standards under which the decision to deny an 
application for a passport will be made. 

Under the revised procedures, when derogatory 
information exists which, unless clarified, would 
result in the denial of a passport, an applicant will 
be notified of this fact in writing. He will also be 
notified : 


—of the reasons, as specifically as security regula- 
tions permit, upon which the tentative decision to 
deny the passport has been made; 

—of his right to discuss his application in a hear- 
ing with the Passport Division; 

—of his right to be represented by Counsel at this 
hearing, and to present additional evidence. 


If the decision is unfavorable, the unsuccessful 
applicant will be notified of his right to appeal 
to the Passport Appeals Board, whose member- 
ship will include at least three Department officers 
who have not been previously concerned with the 
case. 

Text of the new regulations follow: 


CODE OF FEDERAL REGULATIONS 


Tire 22—Foreien Revations 
Chapter I—Department of State 
Part 51—Passports 


Subpart B—Regulations of the Secretary of State 

Pursuant to the authority vested in me by paragraph 
126 of Executive Order No. 7856, issued on March 31, 1938 
(3 F. R. 681; 22 CFR 51.77), under authority of section 1 
of the Act of Congress approved July 3, 1926 (44 Stat. 887; 
22 USC 211 (a) ), the regulations issued on March 31, 1938 
(Departmental Order 749) as amended (22 CFR 51.101 to 
51.134) are hereby further amended by the addition of 
new sections 51.135 to 51.143 as follows: 


§ 51.135 Limitation on Issuance of Passports to Persons 
Supporting Communist Movement. In order to promote 
the national interest by assuring that persons who support 
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the world Communist movement of which the Communist 
Party is an integral unit may not, through use of United 
States passports, further the purposes of that movement, 
no passport, except one limited for direct and immediate 
return to the United States, shall be issued to: 


(a) Persons who are members of the Communist Party 
or who have recently terminated such membership under 
such circumstances as to warrant the conclusion—not 
otherwise rebutted by the evidence—that they continue to 
act in furtherance of the interests and under the discipline 
of the Communist Party ; 

(b) Persons, regardless of the formal state of their 
affiliation with the Communist Party, who engage in ac- 
tivities which support the Communist movement under 
such circumstances as to warrant the conclusion—not 
otherwise rebutted by the evidence—that they have en- 
gaged in such activities as a result of direction, domina- 
tion, or control exercised over them by the Communist 
movement. 

(ec) Persons, regardless of the formal state of their 
affiliation with the Communist Party, as to whom there is 
reason to believe, on the balance of all the evidence, that 
they are going abroad to engage in activities which will 
advance the Communist movement for the purpose, 
knowingly and willfully of advancing that movement. 


§ 51.136 Limitations on Issuance of Passports to Per- 
sons Likely to Violate Laws of the United States. In 
order to promote the national interest by assuring that 
the conduct of foreign relations shall be free from unlaw- 
ful interference, no passport, except one limited for di- 
rect and immediate return to the United States, shall be 
issued to persons as to whom there is reason to believe, 
on the balance of all the evidence, that they are going 
abroad to engage in activities while abroad which would 
violate the laws of the United States, or which if carried 
on in the United States would violate such laws designed 
to protect the security of the United States. 

§ 51.137 Notification to Person Whose Passport Appli- 
cation Is Tentatively Disapproved. A person whose pass- 
port application is tentatively disapproved under the pro- 
visions of § 51.135 or § 51.136 will be notified in writing 
of the tentative refusal, and of the reasons on which it 
is based, as specifically as in the judgment of the Depart- 
ment of State security considerations permit. He shall 
be entitled, upon request, and before such refusal becomes 
final, to present his case and all relevant information in- 
formally to the Passport Division. He shall be entitled 
to appear in person before a hearing officer of the Pass- 
port Division, and to be represented by counsel. He will, 
upon request, confirm his oral statements in an affidavit 
for the record. After the applicant has presented his 
case, the Passport Division will review the record, and 
after consultation with other interested offices, advise 
the applicar’ of the decision. If the decision is adverse, 
such advice will be in writing and shall state the reasons 
on which the decision is based as specifically as within 
the judgment of the Department of State security limita- 
tions permit. Such advice shall also inform the applicant 
of his right to appeal under § 51.138. 

§ 51.138 Appeal by Passport Applicant. In the event 
of a decision adverse to the applicant, he shall be entitled 
to appeal his case to the Board of Passport Appeals pro- 
vided for in § 51.139. 

§ 51.139 Creation and Functions of Board of Passport 
Appeals. There is hereby established within the Depart- 
ment of State a Board of Passport Appeals, hereinafter 
referred to as the Board, composed of not less than three 
officers of the Department to be designated by the Secretary 
of State. The Board shall act on all appeals under 
§ 51.138. The Board shall adopt and make public its own 
rules of procedures, to be approved by the Secretary, 
which shall provide that its duties in any case may be 
performed by a panel of not less than three members acting 
by majority determination. The rules shall accord appli- 
cant the right to a hearing and to be represented by 
counsel, and shall accord applicant and each witness the 
right to inspect the transcript of his own testimony. 
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§ 51.140 Duty of Board to Advise Secretary of State on 
Action for Disposition of Appealed Cases. It shall be the 
duty of the Board, on all the evidence, to advise the 
Secretary of the action it finds necessary and proper to 
the disposition of cases appealed to it, and to this end the 
Board may first call for clarification of the record, further 
investigation, or other action consistent with its duties. 

§ 51.141 Bases for Findings of Fact by Board. (a) In 
making or reviewing findings of fact, the Board, and all 
others with responsibility for so doing under §§ 51.135- 
51.148, shall be convinced by a preponderance of the evi- 
dence, as would a trial court in a civil case. 

(b) Consistent and prolonged adherence to the Commu- 
nist Party line on a variety of issues and through shifts 
and changes of that line will suffice, prima facie, to sup- 
port a finding under § 51.135 (b). 

§ 51.142 Oath or Affirmation by Applicant as to Mem- 
bership in Communist Party. At any stage of the proceed- 
ings in the Passport Division or before the Board, if it is 
deemed necessary, the applicant may be required, as a 
part of his application, to subscribe, under oath or affirma- 
tion, to a statement with respect to present or past mem- 
bership in the Communist Party. If applicant states that 
he is a Communist, refusal of a passport in his case will 
be without further proceedings. 

§51.143 Applicability of Sections 51.135-51.142. When 
the standards set out in § 51.135 or § 51.136 are made 
relevant by the facts of a particular case to the exercise 
of the discretion of the Secretary under § 51.75, the stand- 
ards in §§ 51.135 and 51.136 shall be applied and the pro- 
cedural safeguards of §§ 51.137-51.142 shall be followed 
in any case where the person affected takes issue with the 
action of the Department in granting, refusing, restricting, 
withdrawing, cancelling, revoking, extending, renewing, 
or in any other fashion or degree affecting the ability of a 
person to use a passport through action taken in a par- 
ticular case. 

For the Secretary of State: 


W. K. Scorr 
Acting Deputy Under Secretary 


Publications Distribution Centers: 
A Cooperative Endeavor 


The American public is taking an increasingly 
active interest in this Government’s policies and 
activities in the field of foreign affairs. This in- 
terest manifests itself in a demand for copies of 
Department of State publications that deal with 
subjects in this field. 

In the course of a year the Department pub- 
lishes materials on virtually every important 
current phase of foreign affairs. It issues in 
book form papers and diplomatic correspondence 
on earlier phases of American international ac- 
tivities in a continuing series of volumes called 
Foreign Relations of the United States. This se- 
ries provides a more complete record of the his- 
tory of national foreign policy than is given the 
public by any other government in the world. 

These information materials—leaflets, pam- 
phlets, and foreign-policy reports—are available 
through various channels. All of them may be 
purchased from the Superintendent of Docu- 
ments, Government Printing Office, Washington 
25, D.C. Many segments of the Nation-wide 
audience for the Department’s publications, how- 
ever, find it possible to purchase them more 
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quickly and conveniently through the regional 
distribution system which the Department has 
established in cooperation with a number of pub- 
lic-spirited citizens and private organizations 
concerned with foreign policy and international 
relations. 

Nineteen strategically located national groups 
are now serving as distribution centers for the 
Department’s publications, supplementing Fed- 
eral distribution channels. They range from 
college libraries to civic organizations such as the 
World Affairs Council of Northern California 
in San Francisco and the Woodrow Wilson 
Foundation in New York City. 

Anyone interested in obtaining information on 
foreign policy may purchase Department of State 
publications from a number of the distribution 
centers. These sales centers are indicated in the 
list below. All of the centers have on display 
a representative assortment of recent publications. 
Visitors interested in examining current State 
Department materia] are welcomed by the distri- 
bution centers. 

In addition to selling to the general public, the 
centers have available a few sample copies of 
certain State Department publications which may 
be given to key leaders of educational and civic 
groups in their communities. 

The distribution centers, through the sale and 
display of State Department publications, con- 
tribute to the substantial cash return which the 
Government receives from the sale of this 
material. 

The following groups are presently serving as 
distribution centers for the acres Se’ publi- 
cations: 


*World Affairs Council of Northern California 
421 Powell Street 
San Francisco 2, Calif. 


University of Denver 
Social Science Foundation 
Denver 10, Colo. 


*Chicago Council on Foreign Relations 
116 S. Michigan Avenue 
Chicago 3, Ill. 


Thos. F. Cunningham Reference Library 
International House 

Gravier & Camp Streets 

New Orleans 12, La. 


*United Council on World Affairs 
355-A Boylston Street 
Boston 16, Mass. 


*Minnesota World Affairs Center 
University of Minnesota 
Minneapolis 14, Minn. 


*Woodrow Wilson Foundation 
45 East Sixty-fifth Street 
New York 21, N.Y. 


Southeastern Association for Adult Education 
University of North Carolina 
Chapel Hill, N.C. 


*Council on World Affairs 
922 Society for Savings Building 
Cleveland 14, Ohio 
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*University of Utah Library 
Salt Lake City, Utah 


*American Association for the United Nations 
909 Fourth Avenue 
Seattle 4, Wash. 


*International Center 
University of Louisville 
Louisville 8, Ky. 

*Institute of International Affairs 
General Extension Division 
Eugene, Oreg. 


*Buffalo Council on World Affairs, Inc. 
921 Genesee Building 
Buffalo 2, N.Y. 


*Woodrow Wilson School of Foreign Affairs 
University of Virginia 

Charlottesville, Va. 
*World Affairs Council of Philadelphia 

3d Floor Gallery, John Wanamaker Store 
Thirteenth and Market Streets 
Philadelphia 7, Pa. 


*Dallas Council on World Affairs 

2419 Maple Avenue 

Dallas, Tex. 

*St. Louis Council on World Affairs, Inc. 
511 Locust Street 

St. Louis 1, Mo. 


American Association for the United Nations 
Los Angeles, Calif. 


*Centers which are selling Department of State 
publications. 





Check List of Department of State 
Press Releases: Sept. 2-5, 1952 


Releases may be obtained from the Office of the 
Special Assistant for Press Relations, Department 
of State, Washington 25, D. C. 

Press releases issued prior to Sept. 2 which ap- 
pear in this issue of the BULLETIN are Nos. 661 of 
Aug. 25, 666 of Aug. 25, 669 of Aug. 27, 672 of Aug. 
27, and 681 of Aug. 29. 


No. Date Subject 
*683 9/2 Fulbright awards 
+684 9/2 Regional conference (Ecare) 
+685 9/2 Astronomical Union (Iav) 
686 9/2 New passport regulations 
*687 9/2 Award to Australian newsman 
688 9/3 Acheson: Egyptian developments 
689 9/3 Acheson: Mecca airlift 
690 9/3 Acheson: Message to Iran 
691 9/4 19th Geological Congress 
*692 9/4 Award to German newsman 
*693 9/4 Exchange of persons 
+694 9/4 Non-Self-Governing Territories Comm. 
+695 9/4 Claims against Cuban Government 
696 9/4 Clemency board for war criminals 
697 9/4 Acheson: Death of Count Sforza 
7698 9/5 “Courier”’-—Voa broadcasts 
7699 9/5 Point Four Study on Land Problems 
700 9/5 Linder: “Pro and Con” program 
701 9/5 U.S. note on Austrian treaty 


+Held for a later issue of the BULLETIN. 
*Not printed. 
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Africa 
EGYPT: Developments in Egypt (Acheson) . 


American Principles 
Creation of economic strength in the free world 
(Linder) cou es 6 Oe eee Ss 


American Republics 
VENEZUELA: U.S. signs trade agreement . 


Asia 
JAPAN: Board of pommel for careent war 
criminals 


Aviation 
The Mecca airlift (Acheson) . 


Europe 

AUSTRIA: U.S., U.K., and France po con- 
ference on Austrian treaty. . ° 

ITALY: Death of Count Sforza (Acheson) . . 

U.S.S.R.: U.S. opposed to Soviet ; proposal on 
admissions to U.N. . 


Finance 
The world economic situation (Black) . 


International Meetings 


Prisoners of War Commission oes third ses- 
sion . . . 
U.S. DELEGATIONS: 
International Geological Congress 
Study Group on Broadcasting (ITU) . 


Mutual Aid and Defense 


U.S. reaffirms —— of U.N. collective haere 
system of 


Near East 

IRAN: Clarification of joint U.S.-U.K. ere’ 
to Iran (Acheson). . s 

LEBANON: The Mecca airlift (Acheson) 


Presidential Documents 
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Austrian treaty. . ° 
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United Nations 
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